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Below: With Sir John Brocklebank in command, 
Cunard is taking to the air to compete with 
its own transatlantic Queens [Transportation] 





TOMORROW'S “DREAM” IS OUR JOB TODAY 


rhere’s more to the car of tomorrow than just futuristic styling! tions have helped increase performance and reduce bearing 


\utomotive engineers are working constantly to perfect com- failure to a minimum. If your product is one which requires 
pletely new power plants—like turbine engines—to achieve yet advanced bearings today plus realistic planning for the future, 
unheard of performance and economy! And they demand bear- call Bower. There’s a complete line of tapered, straight, or journal 
ings that are as advanced as their thinking. This is no new _ roller bearings for every field of transportation and industry. 
challenge to Bower engineers. Their many original contribu- Bower Roller Bearing Division, Detroit 14, Michigan. 


‘oul DIVISION OF 
Sud FEDERAL-MOGUL-BOWER 
— BEARINGS, INC. 





ROLLER BEARINGS 


"ROUND-THE-CLOCK DEPENDABILITY is one reason why LEADING HEAVY EQUIPMENT MANUFACTURERS use Bower REDUCE BEARING MAINTENANCE—Use Bower tapered 
the petroleum industry specifies Bower roller bearings. roller bearings—for long, efficient life under punishing loads. and cylindrical roller bearings for your application. 
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General business 


Impact of the buildup 
Where the new defense money will go, strategically and by industry 


Drought: The outlook brightens 
Town baits a hook for doctors 
Chetek (Wis.) and Sears-Roebuck Foundation build a $50,000 clinic 


Communism’s new bible 
Khrushchev revises program of world Communism 


U. S. presses allies to stem oil invasion 


Administration takes steps to check Russia’s penetration of Free World oil markets 


New Party is born in Canada 
Leftwing coalition poses threat to both major parties in next election 


No chief executive for Chrysler now 
But L:ynn Townsend is president and key directors head important committees 


General Electric picks an accountant, too 
It names its comptroller as president, following a similar move by Chrysler 


In business 


GM’s multi-fuel piston engine; British Columbia acts to take over utility; electrical 


equipment makers sued again; new Treasury tax haven proposals; airline fares 


The departments 


New U. S. try in Latin America. We have revised our thinking on economic help 
for our southern neighbors, but the job is still staggering 


Britain decides to throw in its lot with EEC. Its membership would enhance 
European economic stability, but there is opposition 


IRS tax stand frets oilmen. Decision to review treatment 
of so-called ABC deal throws industry into confusion 


Small business pays penalty of ignorance in cost control and in borrowings 


Will unions ease up on wage demands? Walter Reuther says Administration's 


call for restraint in wage negotiations won’t change UAW goals—for now, at least 


In labor 


A company that breeds presidents. Nylok Corp. reaps handsome royalties by helping 


its executives form their own companies by licensing them its patents 
In management 


Why shoppers like discount stores. Survey indicates extent to which discounters 
are encroaching on conventional retailers 


Harvester pushes its cars. Farm equipment maker plugs its Jeep-like 
Scout and station wagon 


Short-term investors eye the pound. As Britain’s new bank rate begins to attract 
foreign funds, the big question is the effect on the dollar 


Wall Street talks 
In the markets 
Motorola’s new look in color TV tubes 


New typewriter uses old idea. IBM unveils electric machine with 
no moving carriage or typebars 


Mexican bees pep up ho-hum industry. Dr. Hans Speck and Arthur Wulfrath have 
promoted their Cuernavaca apiary into a $1.8-million operation 


New business ways in the South. Pressures in the racial struggle create an 
unfamiliar environment, but businessmen are adjusting to it 


In research 


Veteran sea hand moves into air lanes. Cunard now is ready to compete 
for a slice of the air traffic 


Bu 


Wheat crops will be off considerably from last year’s, but less than early estimates 
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Figures of the week — 



































170 1947-49=100 170 
seasonally adjusted, 
160 as Year 160 
ago 
150 Fai 150 
140 140 
130 130 
120 ee See SRM EN REREMR Sat 120 
JFMAM ISAS ONDIJ FMAMI JASON DIJ FM AMI JASON D 
1959 1960 1961 
1953-55 Year Month Week § Latest 

. average ago ago ago Week 
BUSINESS WEEK index chart .....................0085 1333 1485 1549 1544r 153.2* 
Production 
Steel ingot [thous. of tons].........ceeeeee i vine saelge ereer reer 2,032 1,520 1,925 1,858r 1,818 
IIE. ss, oc Soe hina ec oa a ORs ew eae 125,553 107,019 125,297 102,875r 75,235 
Engineering const. awards [Eng. News-Rec. 4-wk. daily av. in thous.]..... $52,412 $85,343 $77,677 $85,592 $81,744 
Electric power [millions of kilowatt-hours]................e.eeseecee 10,819 15,157 15,183 15,829 16,107 
Crude oil and condensate [daily av., thous. of bbl.]...............208% 6,536 6,821 6,888 6,948 6,945 
Bituminous coal [daily av., thous. of tons]. ...........ceceececseeces 1,455 1,327 1,533 1,240r 1,298 
PADOTUOUNE TRONS! oc Sa5eck cake ces chanee seated ccccveccecscces BAl fee S23,620 335,511 306,751 SiGeee 
Trade 
Carloadings: miscellaneous and I.c.I. [daily av., thous. of cars]....... pie 70 54 55 52 52 
Carloadings: all others [daily av., thous. of cars]................ee+00 47 49 45 44 45 
Department store sales index [1947-49=100, not seasonally adjusted]... 121 120 127 123 122 
Business failures [Dun & Bradstreet, number]. ............eseece0s ep 198 293 326 343 319 
Prices 
Industrial raw materials, daily index [BLS, 1947-49=100]...... seen ees 89.2 90.4 89.8 90.9 91.4 
Foodstuffs, daily index [BLS, 1947-49=100]............ ccc eeeeceee 90.5 78.4 76.2 75.7 75.8 
FHUNE COA TGC BN OMT A. ooo os soe 5 aie kbc ce oelewe scab esses 19.8¢ 20.2¢ 17.5¢ 17.5¢ 17.5¢ 
Finished steel, index [BLS, 1947-49=100]. ........ ccc ceeessccecccee 143.9 186.2 185.5 185.6 185.6 
Scrap steel composite [Iron Age, ton]. ...........c cc eeecccceccoves $36.10 $31.83 $36.83 $36.67 $37.17 
Copper [electrolytic, delivered price, E&MJ, Ib.]...........e0sseeeecee 32.394¢ 33.000¢ 31.000¢ 31.000¢ 31.000¢ 
Aluminum, primary pig [U. S. del., E&MJ, Ib.].............. 02 eee eens 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zinc [U. S. del., E&MJ, Ib.J....... tt 24.00¢ NA NA NA 
Wheat [No. 2, hard and dark hard winter, Kansas City bu.]............. $2.34 $1.90 $1.93 $1.98 $1.99 
Cotton, daily price [middling, 1 in., 14 designated markets, Ib.]......... 34.57¢ 31.70¢ 32.35¢ 32.78¢ 32.89¢ 
ee Gee TRU Oe ani ¢ 5 cin wc Wack 0 haceascus bans trae — $1.96 $1.65 $1.75 $1.78 $1.78 
Finance 
500 stocks composite, price index [S&P’s, 1941-43=10]......... Veuee 31.64 55.07 64.92 65.10 66.88 
Medium grade corporate bond yield [Baa issue, Moody’s].............. 3.59% 5.15% 5.06% 5.09% 5.11% 
Prime commercial paper, 4 to 6 months, N. Y. City [prevailing rate]...... 2-244% 33%4% 234% 252% 234% 
Banking Millions of dollars 
Demand deposits adjusted, reporting member banks. .......... reer tt 61,975 62,156 62,509 63,398 
Total loans and investments, reporting member banks............... : Tt 106,038 113,106 112,910 115,045 
Commercial, industrial and agricultural loans, reporting member banks. . . +t 32,204 32,924 32,540 32,488 
U. S. gov’t guaranteed obligations held, reporting member banks....... Tt 27,686 31,976 31,899 34,103 
Total federal reserve credit outstanding..................e ec eeeeeee 26,424 28,065 28,319 28,575 28,289 
NE I ons eS owes as oes a ae Aas 2 ee Enel hes ee ees 21,879 19,164 17,550 17,525 17,527 
Monthly figures of the week a =. ae 
Private expenditures for new construction [in millions]. .... nes de July... $2,390 $3,587 $3,732 $3,732 
Public expenditures for new construction [in millions].......... July... $980 $1,581 $1,630 $1,701 
Saeovisnentt Tin WOMEN so i vie v0 5 6 5b.0i0 bc cacetic eb eke eek July... 62.2 68.7 68.7 68.5 
Unemployment fin Millions]. oc sec cee cceses 6 -sevenes'es July... 2.5 4.0 5.6 5.1 
Consumer credit outstanding [in billions]. ..........ccccceees June.. $34.1 $53.7 $54.4 $54.8 
Installment credit outstanding [in billions]. ......ccecccceces- June... $24.2 $41.8 $42.1 $42.4 


* Preliminary, week ended July 29, 1961. 
tt Not available. Series revised. 


26, 27, Charles Buzek; 


r Revised. 


NA Not available at press time. 
THE PICTURES: Cover, ge DS gnc ae 23 (top three) WW, (bot.) Herb Kratovil; 25, George Tames, The New York Times; 


; 31, Waiter Curtin; 32, Roy Basch; 34, General Electric Co.; 44, 45, Peter Anderson; 51, Bud B 


Blake; 


§ Date for ‘Latest Week’ on each series on request. 
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READERS REPORT 


Either move Berlin... 


Dear Sir: 

Do adults engage in the game 
of “chicken”? Will responsible busi- 
nessmen endorse their government 
playing the game? 

A well-known columnist under 
the heading, “World Suicide Next 
Autumn,” likens the “game” over 
Berlin now being played between 
Moscow and Washington to the 
teenagers sport of driving two 
cars head-on to see which driver 
flinches first—cars filled with H- 
bombs. This was good sport for 
power politics in the days before 
nuclear energy, but that day has 
gone forever. 

When failure to compromise 
means ruination, no sane man 
hesitates. A compromise has been 
proposed: MOVE BERLIN. 

Both East and West, without 
losing face, can agree that a huge 
mistake was made 15 years ago; if 
both now cooperate to undo the 
error, neither can be accused of 
backing down. . . . 

Irving F. Laucks 
Healdsburg, Calif. 


... or geta Colt .45 


Dear Sir: 

In your International Outlook 
(BW—Jul.15°61,p87), you quote 
Khrushchev as saying he recog- 
nizes the danger of war (over 
Berlin), that the main problem is 
that both his and Kennedy’s pres- 
tige is involved, that he hopes a 
way can be found to save both 
faces. Since he and Kennedy both 
claim they wish to avoid war, why 
not permit Khrushchev to sign his 
separate peace treaty with East 
Germany, and have Kennedy sign 
his separate peace treaty with 
West Germany? In our separate 
peace treaty with West Germany, 
we could turn over our rights in 
Berlin to Chancellor Adenauer. 
Who knows, it might even lead to 
unification of the two Germanys 
without a war involving the United 
States and U.S.S.R. 

Wars have been fought for odd 
reasons in the past, but to fight to 
save Khrushchev’s and Kennedy’s 
prestige and face is asinine, in my 
opinion. I would prefer a much 
better or more logical reason than 
that before making the sacrifices 
expected .. . 

. .. | wonder who’s trying to bluff 
whom on Berlin. We're going to 
need more than slogans to win. To 
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WR. TIMKEN 


President, The Timken Koller Bearing Co., makers of tapered roller bearings for many industries, specialty steels, bits for rock drilling. 


“Through 16 years, weve had proof that 


Llue Cross cost-benefit ratios make sense!” 


“‘Pertodic reviews show that for our 13,000 employees Blue 


Cross offers by far the best value in hospital expense pro- 
tection. The cost ts realistic. And benefits in terms of ac- 


tual hospital care assure maximum coverage.”’ 


OME 300,000 companies have Blue Cross. 
The big reason is that Blue Cross gives 
value. This is assured by the basic Blue Cross 
aim: benefits based on actual care received in 
the hospital, rather than payment of a per-day 
allowance. Thus, the help fits the need! 
Costs are held low because all income, ex- 
cept for essential administrative expense, goes 


Llue Cross. 


toward benefits. And to give you another sav- 
ing, Plans handle case details directly with hos- 
pitals. Blue Cross offers local and national 
firms unequaled experience in designing hos- 
pitalization programs. For the complete facts, 
consult your local Blue Cross Plan. 


Blue Cross Association, Inc., 840 North 
Lake Shore Drive, Chicago 11, Illinois 





@® Blue Cross and symbol reg. by American Hospital Association 





eal 

















Cea 


+ 


BRE af 


i Si a 




















coin a phrase, our “New Frontiers- 
men” better get some Colt .45 
“Peacemakers.” 


John N. Thilges 
Cocoa Beach, Fla. 


Subsidies for trains? 


Dear Sir: 

Re your article “The High Cost 
of Low Air Traffic” (BW—Jul.15 
’61,p120), if the railroads received 
the same kind of subsidy the local 
airlines receive for providing pas- 
senger service to small communities 
on branch lines, these communities 
wouldn’t have “lost their last pas- 
senger train.” Furthermore, in thus 
being permitted to offer service at 
less than cost on such routes as 
Philadelphia - Pittsburgh _(Alle- 
gheny), taking business away from 
both the railroads and long haul 
airlines, the local airlines merely 
compound the over-all transporta- 
tion problem. 

Helen Dixon 
Clinton Beach, Conn. 


The aspirin age 


Dear Sir: 

It only hurts when the shoe is 
on the other foot. 

Spiegel is being criticized by the 
NARD and AMA for filling doc- 
tor’s prescriptions, rightfully the 
business of 50,000 local drugstores 
(BW—Jul.8’61,p114). 

But druggists are now handling 
radio and TV tubes—a_ business 
that rightfully belongs in local TV 
and radio repair shops. 

If drugstores want to be variety 
stores and get into the electronics 
business, I suggest repair shops 
sell aspirin and cod liver oil. 

Philip L. Lewin 
President 
Chief Electronics, Inc. 
Poughkeepsie, N. Y. 


Is a motel a hotel? 


Dear Sir: 

You said that the Summit is 
“The city’s first all-new hotel since 
the Waldorf-Astoria went up 30 
years ago” (BW—Jul.22’61,p32). 
Haven't you forgotten the Skyline 
Motor Inn, the motor hotel which 
was built over a year ago? 

Mrs. John Goushian 
Philadelphia, Pa. 


# Skyline Motor Inn, as its name 
implies, is a motel—though admit- 
tedly new motels and hotels are 
getting more alike. 
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W. R. TIMKEN, President, The Timken Roller Bearing Co. 


“Medical society approval gives 


Llue Shield special value for us!” 


“Because Blue Shield meets the doctors’ high 
standards, we feel it is uniquely appreciative of 
uhat people need. The sound basic help we get 
uth surgical-medical expenses bears this out.” 


verY Blue Shield Plan is ap- 
E proved by doctors. That’s 
why Blue Shield provides realistic 
protection and broad benefits. Em- 
ployees can count on real help 
with hundreds of types of surgery, 
many medical services. Yet Blue 
Shield’s cost is within reason. For 


all money received, except for nec- 
essary reserves and expenses, 
goes to help pay people’s doctor 
bills— over $730,000,000 last 
year alone. For full facts, call your 
local Blue Shield Plan. 

National Association of Blue Shield Plans, 
425 North Michigan, Chicago 11, Illinois. 











reg. by 
National Assa. of 
lL L ® Blue Shield mt 
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For better identification, 


Food Machinery and Chemical 
Corporation has changed its 


name to: 


FMC CORPORATION 


The time-tested phrase, “Nothing is so constant 

as change,” describes the business operations of many 
progressive companies. And as a company changes, 

as it expands and diversifies, it can outgrow its name. 
This is the case with Food Machinery and Chemical 
Corporation. The production of machinery for the 


food industry is still a major part of our business, 


CHA 





CORPORATION 


Putting Ideas to Work in Machinery, Chemicals, Defense 





Our dynamic growth in other directions, however, 
makes the term “food machinery” too restrictive 
when used in our name today. So, we have changed 
it to “FMC CORPORATION,” featuring the 
initials our customers use in referring to us. 

What is FMC? Briefly stated, it is now one of the 
most broadly and uniquely diversified companies in 
America, supplying a wide range of machinery and 
chemical products to industry, agriculture and 
national defense... products that benefit nearly 


everyone, in some way, every day. 


OUR STOCK TICKER SYMBOL IS NOW “FMC* 


DIVISIONS: Becco Chemical « Bolens » Canning Machinery « Chemicals and Plastics « 
Chlor-Alkali * Florida * FMC international » FMC Packaging Machinery (Stokes & Smith, 
Simplex, Hudson-Sharp, Kingsbury & Davis) * Hydrodynamics (Peerless Pump, Chicago Pump, 

Coffin Turbo Pump, Mechanical & Sonith Foundries, Laval Underground Surveys) * John Bean 

(Oakes Mfg., Turner Mfg., Barrett Equip.) « Mineral Products * Niagara Chemical (Fairfield & 
Port Chemicals) * Ordnance * Packing Equipment * SUBSIDIARIES: Chiksan Company (Weco) 
¢ Oil Center Tool Company + AFFILIATE: Petro-Tex Chemical Corporation 


FMC Executive Offices: San Jose, California 
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Unemployment and Seasonal workers began looking for jobs earlier than usual this year. That’s 
why so many of them were counted in June’s labor force. But many of those 
counted didn’t find work, so they dropped out of the labor market almost 
turn down in July as soon as the Census Bureau’s enumerators passed by. 
This has resulted in something of a statistical phenomenon: Employ- 
ment declined from June to July—not much, but measurably. 
It is the first time since 1952 that there have been fewer jobholders in 
July than in June (and 1952 was distorted by military inductions required 
for the Korea conflict). 
Even after a 200,000 decline, the employed numbered 6814-million last 
month. Nevertheless, employment once again fell below a year ago; in July 
of last year 68.7-million had jobs. 


employment both 





Unemployment nearly always ebbs in July (as employment rises). This 
year it dropped by 440,000 (even though employment went down, too). 

This put the rate at 6.9% of those seeking work (seasonally adjusted), 
one-tenth of a percentage point higher than the month before. 


New records set The construction industry rates much of the credit for shoring up the 
economy throughout the late recession. And it gives every indication of 
bolstering the recovery as well. 

In the month just ended, work put in place soared to a record annual rate 
of $58.7-billion, seasonally adjusted, according to preliminary data from 
the Commerce Dept. The new count gives July a slim margin—less than 
1%—over the earlier peak of $58.2-billion set in July, 1959. 


by construction 


Outlays fatten Government spending is helping to swell the construction total. Last month 
on public works public works rose to an annual rate of $1744-billion—almost 8% better than 
in July of 1960. 


Roads and streets are the biggest single item in public works—better than 
one-third of the total. And they’re sure to get an even bigger slice as newly 
authorized federal funds are fed out. 

The value of highways set in place during July approached $6-billion 
at an annual rate—a new peak for the month. 


There’s a lot more road work on tap. As of this week, McGraw-Hill’ 
Construction Daily reports that highway contract awards—at almost $2.3- 
billion for the first 31 weeks—are running 14% ahead of last year. 

To accelerate contract lettings further, federal highway funds are being 
released six weeks prior to the quarterly schedule set up by the Bureau of 


Public Rwads. 











More money goes New emphasis on defense is bound to show up in construction going into 
military establishments, especially missile sites. Even before the President's 
message last week, these outlays were scaling new heights. 

So far this year, $832-million worth of work has been done on facilities 
for the military. That’s more than 20% ahead of the year-ago pace. 





for missile sites 






Schools share handsomely in the high rate of public construction 





Pickup foreseen 
for homebuilding 


Fewer marriages 
retarding factor 


More consumers 
spend more for 
goods, services 


42¢ of each dollar 
goes for services 





Business outlook continued 


even though the federal aid program remains bogged down in Congress. 

From January through July, schools were going up at an average annual 
rate of better than $3-billion. If that holds through the rest of 1961, the 
year will nose ahead of 1958’s record $2.9-billion. 


A slight lift in July homebuilding activity helped to raise the private con- 
struction total almost to $41.2-billion (at an annual rate)—the highest 
count since the summer of 1959. 

Residential construction seems to be slated for a mild revival through 
the rest of this year. Last month, it hung up the best score in 18 months, 
moving up to an annual rate of $23-billion. That’s an encouraging show- 
ing, to be sure; but it still is almost $3-billion below the old record. 


Most housing economists cite the slow rate of new household formations 
during the past few years as the real culprit behind the sag in home buying. 

Census Bureau figures show a net gain of only 681,000 households in 
the year ended last March. Moreover, only 4 in 10 of the additions were 
husband-and-wife combinations—the primary market for new houses. 

This was the smallest increase for any year since 1954. 

As in 1954, there’s no doubt that economic conditions have curbed the 
marriage plans of many young couples. Mainly, though, there aren't too 
many youngsters to couple due to the low birth rates in the 1930s. 


Consumers’ nunibers are bolstered by the continuing high birth rates 
even if the number of new households isn’t expanding rapidly. And, with 
incomes rising apace, total consumption set a new record last quarter. 

Individuals spent at a yearly rate of $336-billion for goods and services— 
$3.7-billion above the previous record set in 1960's final three months. 

Even so, personal savings last quarter are estimated to have been hitting 
a rate of nearly $26-billion. That was more than 7% of individual’s after-tax 
income of $362-billion for the quarter (at an annual rate). 


Durables hit the comeback trail in the second quarter—but they still 
have a long way to go for complete recovery. 

Spending for autos, appliances, and other hardgoods perked up to 
$41.8-billion rate—$2.4-billion over the January-March period. 

Trouble is, you then have to go back to the first three months of 1959 
to find another quarter that went below $43-billion. In the April-June span 
of 1960, more than $45-billion (at an annual rate) went for durable goods. 


Food, clothing, and other nondurables posted a new high. However, 
their $145-billion (at an annual rate) was only $500-million over the first 
quarter. Growth has been rather listless for the past year. 


Most of the pep in consumer spending nowadays is in services. Lately 
they take 42¢ out of each dollar spent. Five years ago, the portion going 
for services was no more than 37¢. 

Rising costs of rent, household operation, medical care and other pro- 
fessional services are a contributing factor in the rise. But don’t overlook 
mounting cost of education as well as spending for recreation, travel, and 


amusement. 
Contents copyrighted under the general copyright on the Aug. 5, 1961, Issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Impact 
of the 
uildup 


Besides the strategic effect, 
there’s a far-reaching 
effect on companies, areas 


The Kennedy Administration’s new 
defense buildup, specifically aimed 
at strengthening the nation’s capacity 
to fight limited wars with conven- 
tional arms (BW —Jul.29’61,p15), is 
the clearest expression yet of a major 
change in U.S. military strategy. It 
is developing an equally clear im- 
pact on the business of filling mili- 
tary procurement needs (chart). 

The Kennedy measures reject for- 
mer Pres. Eisenhower's thesis that a 
non-nuclear ground war in Europe 
is inconceivable and that the 
strengthening of U.S. conventional 
forces in Germany would, therefore, 
have little, if any, deterrent value. 

New basis. In essence, Eisen- 
hower’s policy was geared to mas- 
sive nuclear retaliation. That is, the 
U.S. threatened an overwhelming 
nuclear attack in response to any 
military aggression by the Soviet 
Union. 

Pres. Kennedy’s new strategy is 
based on the concept of a flexible re- 
sponse, or what Kennedy advisers 
call “graduated deterrence”: an 
ability to counter Soviet aggression 
with the same types of force the 
Russians employ. 

Washington now takes the view 
that because the Russians have built 
up a powerful strategic force of 
nuclear bombers and ICBMs, there 
is a serious question whether the 
U.S. would want to retaliate “mas- 
sively” in response to localized, non- 
nuclear Soviet military action that 







More troops: active forces 
will be increased 
by 217,000 men 


Increased operations 
and maintenance 


More procurement 
of limited-war weapons 
‘and equipment: 
For Army trucks, trailers, 

helicopters, Honest John 

missiles, armored personnel 
carriers, ammunition 


For Navy fighter and 
attack planes, helicopters, 

other aircraft; Tartar, Terrier, 
Talos, other missiles 


For Navy communications 
equipment, torpedoes, 
sonobuoys, other gear 
‘For Marine Corps 
ammunition, communications 
equipment, bulldozers, 
cranes, and other 
engineering and 
materials handling gear ___. 
For Air Force F-105 
fighter-bombers, 
spare parts for 
long-range bombers 
’ For Air Force C-130 
_ transport planes, 


For Air Force 
air-launched missiles, 
_ bombs, other ammunition... . 


Sse C6 60S 6 O80 D 








ere es ee ee we we 





Civil defense 





BUSINESS 
WEEK 


£% ve Where the new defense money will go 


AR meses sackets -~ 
New appropriation 


bec tereaoed . . $751-million 


oe eet: $743-million 


. $1.7-billion 


Goes Hee $552-million 


$543.6-million 


$165.4-million 


. . $67-million 


$211.5-million 


. $82.6-million 


$130.9-million 


$207.6-million 
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does not directly threaten the con- 
tinental U.S. 

So the Administration intends to 
bolster limited-war forces. The Army 
will be enlarged, Air Force and Navy 
tactical units will be expanded, and 
the military will buy a vast new 
arsenal of limited-war weapons and 
equipment (chart, page 23). 

A fair match. U.S. strategists be- 
lieve that estimates of the Russian 
ground forces in Eastern Europe 
have been exaggerated, and that the 
ground forces of the U.S. and its 
NATO allies could make a creditable 
showing against them. In the past, 
most Western officials conceded the 
overwhelming superiority of Soviet 
conventional military forces; they 
viewed NATO’s armies primarily as 
a force to hold and delay the enemy 
until the U.S. could wield its nuclear 
retaliatory air forces. 

Said Defense Secy. Robert S. 
McNamara last week: The Russians 
“arent 12% ft. tall,” and Soviet 
ground forces cannot overrun West- 
ern Europe if war should erupt over 
the Berlin crisis. 


I. New shopping list 


Kennedy’s strategic shift will have 
significant economic consequences 
for makers of conventional arms and 
equipment. 

The new buildup sets aside a $1.7- 
billion shopping list of additional 
arms and equipment. In all, the De- 
fense Dept.s appropriation proposal 
totals $16.6-billion—$3.2-billion more 
than Eisenhower requested for this 
year. 

The increase shows up _ most 
sharply in the Army’s procurement 
budget, which now amounts to $2.5- 
billion—up 40% from initial January 
figures. The Army’s share of the extra 
money will go for trucks, trailers, 
Bell’s lroquois and Sioux helicopters, 
Beech’s Seminole light utility planes, 
Douglas’ Honest John missiles, Ray- 
theon’s Hawk missiles, combat vehi- 
cles, non-nuclear ammunition and 
missile warheads, communications 


equipment, and construction and 
engineering machinery. 
The Navy's list includes jet 


Douglas A4D-2N carrier-based at- 
tack aircraft, Chance Vought F8U- 
2N and McDonnell F4H-1 fighters; 
Martin Bullpup, GE and Philco Side- 
winder, Raytheon Sparrow, Gen- 
eral Dynamics Tartar and Terrier, 
and Bendix Talos missiles, plus as- 
sorted ordnance items. 

The Marine Corps will buy addi- 
tional ammunition and ordnance 
gear, communications equipment, 
vehicles, and engineering and ma- 
terials-handling equipment. 

The Air Force will buy additional 
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Republic F-105 and Lockheed C-130 
aircraft, Sidewinder, Bullpup ($8.8- 
million worth), and Hughes Falcon 
missiles, plus a lot of conventional 
ammunition and ordnance equip- 
ment. 


il. Effect on business 


For the most part, these are off- 
the-shelf items, rather than the new 
prototypes that would require tool- 
ing-up for quantity production. Some 
suppliers expect to land the extra 
orders themselves; others are wary 
of competing contractors who will 
put in bids. But the Pentagon wants 
to put as many contractors as pos- 
sible on multiple shifts before tool- 
ing up new producers. 

Bowen-McLaughlin-York, Inc., of 
York, Pa., for instance, is now the 
Army’s sole prime contractor on the 
M-88 tank recovery vehicle, and it 
expects to land an additional order. 
The 55-ton vehicle, which is used to 
tow disabled tanks off the battlefield, 
represents about 90% of the com- 
pany’s sales (under $15-million an- 
nually and all military). 

The company now produces one 
M-88 a day, says it “would have no 
trouble doubling capacity.” But extra 
orders will mean new subcontractors 
(“Our present suppliers are at the 
limit of their capacity,” says Pres. J. E. 
Forinash) and possibly additional 
tooling. 

Fruehauf Trailer Co., the Army’s 
major trailer supplier, expects to get 
more orders for vehicles, but also 
faces competition in materials han- 
dling equipment contracts. Fruehauf 
has enough capacity to meet the an- 
ticipated increase in orders (al- 
though some new tooling will be 
needed ), and it expects to hire more 
workers. 

FMC Corp. of San Jose, Calif. 
(formerly Food Machinery & Chem- 
ical Corp.) is the Army’s sole sup- 
plier of M-113 armored personnel 
carriers and is already preparing a 
bid for an additional contract. But 
the company is concerned about its 
prospects. Last spring, when _ its 
current $40.6-million contract was 
awarded, the Army suspended the 
obligation of funds for a month while 
the General Accounting Office inves- 
tigated the way the contract was 
placed. The inquiry was spurred by 
Sen. Estes Kefauver (D-Tenn.), who 
wanted to know why the M-113 or- 
der failed to go to Wheland Co., in 
labor-surplus Chattanooga. Kefauver 
said Wheland’s bid had been only 
$7,000 higher. 

General Dynamics Corp. of San 
Diego says it “has capacity running 
out of its ears” and could handle the 
extra naval Tartar and Terrier missile 


orders with no sweat. The company’s 
Pomona plant completed one Tartar 
production run just last week. No 
more engineers would be needed; 
hiring of production workers may be 
slightly increased, and some minor 
retooling for engineering changes 
may be required. 


Ill. Waiting for action 


Most contractors are marking time 
on capacity and manpower require- 
ments until the Defense Dept. pro- 
vides details of new production 
schedules. 

Pentagon production officials are 
working to translate the extra budget 
dollars into numbers of weapons. 
They are also figuring out what, if 
any, new. production facilities and 
equipment may be needed. Before 
buying new tooling, the Pentagon is 
screening its inventory of about 
62,000 idle machine tools to see if 
some equipment can be shifted to 
contractors who will have to expand 
capacity. The General Accounting 
Office recently rapped the Defense 
Dept. for “inadequate management 
and coordination” of its tool inven- 
tories. 

But the Air Force has been au- 
thorized to buy additional tooling 
for Lockheed Aircraft Corp.’s Mari- 
etta (Ga.) plant to boost the planned 
production rate for C-130 propjet 
transport aircraft. 

The new buildup will also have an 
important economic impact on com- 
munities near military bases, ship- 
yards, and ordnance depots. At the 
Army’s Joliet (Ill.) arsenal, for in- 
stance, 900 more persons will be 
hired by February for increased out- 
put of ammunition. Four large air- 
bases in Florida, Texas, South Caro- 
lina, and Louisiana, which were to be 
shut down or reduced, will now re- 
main in operation. A representative 
of the Shipbuilders Council of Amer- 
ica came in quickly with a plea to 
Congress that private yards be al- 
lotted more of the Navy’s increasing 
volume of ship repair work. 

Congress moves. This week, the 
Administration’s request for more 
defense funds moved through Con- 
gress. Indeed, the Senate Appro- 
priations Committee went beyond 
Kennedy's plans to tack on another 
$525-million to buy extra Boeing B-52 
or Convair B-58 bombers and $228.8- 
million to speed development of 
North American Aviation’s B-70. 

Kennedy's new defense buildup 
does not include expanding bomber 
forces at this time. So a political 
squabble looms over the issue of 
whether nuclear strategic forces are 
being shunted aside in the drive to 
bolster limited-war forces. 
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Dry water hole in North Dakota dramatizes the worst drought suffered by northern plains states since the Thirties 


Drought: The outlook brightens 


Wheat crops of northern plains states will be off considerably 
from last year’s, but less so than early estimates. 
| Conditions are much more serious for Canada’s ‘“‘bread basket”’ 


Across the northern plains states of 
the U.S. and the prairie provinces 
of Canada, farmers and businessmen 
this week scanned the skies for more 
of the rain clouds that brought re- 
lief to some parts of the great farm 
region after weeks of drought. 
Although no one is sure that the 
drought was broken in the areas 
where rain fell, most people are con- 
fident that the drought was less dis- 
astrous than had been feared. The 
Weather Bureau’s latest forecast of 
“heavy precipitation” in the period 
ending Aug. 15 offers more hope. 
It’s still too early to assess all the 
drought damage, but some points 
are now clear: Wheat production will 
be off considerably from last year, 
though probably less than the pre- 
harvest estimate. There has been 
relatively little panic selling among 
cattle raisers. But farmers are cut- 


| ting back purchases of both home 
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and farm equipment in anticipation 
of lower receipts. 

Canadian figures. In Canada, the 
drought has seriously cut the na- 
tional supply of wheat because the 
prairie provinces of Saskatchewan, 
Alberta, and Manitoba produce vir- 
tually all of the Dominion’s total. 

The 1961 Canadian crop is esti- 
mated at between 200-million bu. 
and 250-million bu.—just over half 
the average and the second lowest 
in Canadian history. With a carry- 
over from last year of 536-million 
bu., this would give Canada a supply 
of around 750-million bu. With nor- 
mal domestic consumption of 160- 
million bu., and average exports of 
300-million bu., this would leave 
around 290-million bu. 

So small a carryover is causing 
concern among Canadians who fear 
that the prairies may be in a drought 
cycle, rather than in a temporary 


dry spell. There is speculation that 
Ottawa may have second thoughts 
on its policy of selling large quanti- 
ties of wheat to Communist coun- 
tries on long-term credit. (The con- 
tract with Red China is for 217 
million bu. over three years.) 

The drought dealt the prairie 
economy a hard blow. Minister of 
Agriculture Alvin Hamilton esti- 
mated its total cost at $500-million. 

Wheat hurt. While the drought hits 
Canada right in the bread basket, 
the affected area in the U.S. is less 
important in relation to our total 
farm economy. The drought ex- 
tended from western Minnesota 
across the Dakotas into Montana and 
Wyoming. 

North Dakota suffered the worst, 
and the greatest damage was to 
wheat, the state’s principal farm com- 
modity. Last year, North Dakota pro- 
duced 128-million bu. of the nation’s 
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246-million bu. of spring wheat. Last 
month, the Agriculture Dept. esti- 
mated that the state’s crop would be 
cut more than one-half—by 70-mil- 
lion bu., the major part of a 100- 
million-bu. drop in 1961's harvest of 
spring wheat. 

That this drought is fairly local 
is obvious from other Agriculture 
figures. Winter wheat, of which 
Kansas is No. 1 producer, is esti- 
mated at 1.1-billion bu., roughly 
what it was last year. 

Too late. The trouble in the north- 
ern plains started last fall when pre- 
cipitation was light, moistening only 
the top soil. Up to mid-June, rain 
was needed to bring the berries up 
to size. 

When the rain finally began early 
in July, it was spotty and too late 
for much of the wheat—harvested 
with poor heads or left burned in the 
fields. However, the rain was in 
time for portions in the eastern 
part of the area, and there is a good 
chance that when the Agriculture 
Dept. makes its next estimate next 
week, the spring wheat crop figure 
will top the 143-million bu. indicated 
last month. 

Cattlemen haven't yet suffered big 
losses, but they still could if the 
drought continues. With the mild 
weather, they were able to keep their 
cattle on pasture last winter and, as a 
result, to hang on to their hay. But 
as the drought continued, the grass 
dwindled, and the water holes went 
dry. As a consequence, there was a 
little forced selling of cattle, with no 
serious drop in prices. But the rain 
ended the panic selling before it 
really caught on. 

Economic impact. With the rain 
providing a breather, businessmen 
in the area are adding up the 
damage. 

In North Dakota, where the 
economy revolves around agricul- 
ture, economists are talking about a 
25% cut in farm income, and the im- 
pact on business is obvious. “We 
needed this crop badly to make up 
for 1959,” says Howard Holtan, 
secretary-treasurer of Holtan Mer- 
cantile Co. in Washburn. “It took 
last year’s money to pay the bills 
they had from the year before.” 

Some businesses already have felt 
the drought. Montgomery, Ward & 
Co., Inc., and other national chains 
report their sales in the area are off 
20% or so. Farm implement manu- 
facturers such as Deere & Co., Allis- 
Chalmers Mfg. Co., and Interna- 
tional Harvester Co. note their sales 
are off, although they blame part of 
the drop on government programs 
that take acreage out of crop produc- 
tion. Others expect to be hit in the 
fall or at Christmas. 
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Sears-Roebuck Foundation Pres. James Griffin checks 


High school band blares a welcome to Chetek’s new 
doctors at dedication of community’s $50,000 clinic. 


diplomas of Dr. Roller (left) and Dr. Powell (right). 


Town baits 
a hook 
for doctors 


Chetek (Wis.) and Sears- 
Roebuck Foundation 
use $50,000 clinic as lure 


Until last week, 79-year-old Dr. 
R. W. Adams was the lone physician 
serving Chetek, Wis., a small town 
about 100 miles northeast of Min- 
neapolis. Dr. Adams labored faith- 


fully, but the town and the surround- 
ing doctorless resort area have a 
normal winter population of 5,000 
that swells to 10,000 in the summer. 

Last October, the town asked the 
Sears-Roebuck Foundation how to 
acquire at least a couple of desper- 
ately needed doctors. The founda- 
tion's answer made sense to the 
people in that hunting and fishing 
resort area: “If you want to catch 
anything, you've got to use the right 
bait.” 

Last Sunday, the town turned out 
to welcome two new doctors and to 
dedicate the “bait” that had lured 
them to Chetek: a $50,000 modern 
medical clinic (pictures), financed 
entirely by the community but built 
with foundation guidance. 

Chetek’s problem is solved, but 
hundreds of other small communities 
still have to compete for physicians 
with big-city medical facilities. 

To guide such communities, Sears- 
Roebuck Foundation in 1958 set up 
a medical assistance program, with 
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on ore 
“SURGICAL PREP SET 


Newcomers Dr. Mac C. Roller (left) and Dr. Joseph E. 
Powell examine clinic’s emergency room equipment. 





sponsored by Chamber of 
Commerce and local merchants, with an assist from ladies. 


the advisory sponsorship of the 
American Medical Assn. The founda- 
tion is the $23-million philanthropic 
arm of Sears, Roebuck & Co., and 
one of the oldest of several thousand 
company-sponsored foundations. 

The core of the program is the 
community-financed center built, as 
in Chetek, by the townspeople. 

The foundation spends an average 
of $7,000 per community on its pro- 
gram, but makes no financial contri- 
bution to the town or the clinic. “If 
the community can support a doctor 
and is willing to build a clinic, we 
will show it how to create facilities 
that some young physician should 
find irresistible," says James T. 
Griffin, foundation president and 
vice-president in charge of public 
relations of Sears, Roebuck & Co. 

Typical. Chetek’s experience is 
typical of the more than 50 communi- 
ties that have participated in the 
foundation’s self-help program. 

“We were absolutely desperate,” 
says Gordon R. Anderson, president 
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of the Chetek Medical Clinic, Inc. 
“We even sent a committee to the 
state capital to see if the governor 
could help us find doctors.” 

That was the situation last fall 
when the community turned to the 
foundation. 

The all-out effort that followed, 
under foundation guidance, included 
a survey of the community to see if it 
could support new doctors, organiza- 
tion of a clinic corporation, sale of 
$25 certificates of indebtedness in 
the corporation to 1,500 residents, 
and building the clinic—by local 
construction people—according to 
foundation blueprints. 

Of the young doctors attracted by 
foundation advertisements in AMA 
News, Chetek picked 28-year-old 
Joseph E. Powell and 27-year-old 
Mac C. Roller. They agreed to join 
Dr. Adams in a three-man group 
practice. 

While the foundation was pushing 
its program in Chetek, it bent over 
ret atts to avoid any tinge of 


Families are introduced to Dr. and Mrs. Roller by Dr. R. W. 
Adams, who up to this time has been the town’s only doctor. 


commercialism in its philanthropy 
and any connection with the retail 
operations of Sears, Roebuck & Co. 
For example, the foundation watched 
closely to be sure that no Sears 
materials were used in construction 
of the clinic. 

The foundation began working 
with the general problem of com- 
munity doctor shortages in 1955. 

Its present medical assistance pro- 
gram developed after an adverse 
ruling in 1957 by the Internal Reve- 
nue Service, which declared “neither 
educational, scientific, nor charitable” 
a nonprofit foundation revolving loan 
fund for doctors who would agree 
to locate in areas of need. At the 
time, the foundation took the ruling 
hard. Today, it looks back on it as a 
blessing in disguise. 

“We were able to switch from 
benefiting the doctor to working 
directly with the community,” says 
Norman H. Davis, director of the 
program. “No other people in the 
world are doing anything like this.” 
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Communism’s new bible 


Khrushchev proclaims his version, wiping out many 
of Stalin’s interpretations and supplanting Lenin’s 1919 
program with his own ideas for world Communism 


Nikita Khrushchev this week thrust 
a historic new document into Com- 
munist scripture. His own program 
for the Soviet Communist Party 
supersedes the present blueprint 
drafted by Lenin in 1919. 

The lengthy document had an im- 
mediate impact in Washington and 
other major capitals because of what 
it reveals about Kremlin thinking on 
both domestic and _ international 
problems. 

An amalgam of fact and fancy, 
the program gives the Soviet view of 
the world’s history and current prob- 
lems. It is only the third such canon 
in Communist Party history; Marx 
wrote the first, Lenin the second. 


Stalin planned one, but never 
drafted it. 
The program recites—more am- 


bitiously than ever—Soviet plans for 
an affluent society. Its significance, 
however, may lie in its clear asser- 
tion of Soviet supremacy in the Com- 
munist world at a time when Red 
China’s power and influence are 
challenging Russia’s. 

In setting Soviet guidelines and 
goals for the next 20 years, the party 
program: 

= Codifies Khrushchev’s own modi- 
fications of Marxist-Leninist doctrine, 
thus elevating the Soviet leader into 
an ideological trinity with Marx and 
Lenin. 

* Strikes Khrushchev’s strongest 
ideological blow at China’s Mao Tse- 
tung by sanctifying in doctrine Mos- 
cow's case against “dogmatism and 
sectarianism.” These are Maxist 
terms for Peking’s adoption of com- 
munes, its belief that war against 
capitalism is inevitable, and its en- 
gagement in military adventures 
without Russia’s prior approval. 

* Maps out for achievement by 
1970 a kind of “worker’s paradise” 
that would offer Soviet citizens a 30- 
to 36-hour work week, twice as much 
income as today, more consumer 
goods than the U.S. can offer its 
people, and even more indoctrination. 

Although the document is not 
scheduled for adoption until the 
Party Congress in October, it was 
virtually official the moment it was 
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published. The contents canonize 
drastic breaks with the past that 
Khrushchev has announced from 
time to time but never presented in 
one package. 


1. Moscow on top 


As a political instrument, the pro- 
gram underscores the primacy of the 
Soviet Communist Party in the Com- 
munist world. In recent years, Pe- 
king has tried to arrogate the au- 
thority to set Communist doctrine. 
Khrushchev has resented this chal- 
lenge to Moscow's leadership—and 
the new program is his answer to it. 

Although the program is basically 
a national document, it amounts also 
to a massive sales pitch to uncom- 
mitted, underdeveloped nations to 
enter the Communist system—but 


on the Soviet pattern, not the 
Chinese. 

Theories about war. On _ war, 
Khrushchev’s program offers a 


choice of dogma. To support the case 
that Khrushchev will not start global 
war, the document says: 

“The important thing is to ward 
off a thermonuclear war, not to let it 
break out. This can be done by the 
present generation. . . . The great 
objectives . . . can be realized with- 
out world war.” 

Offsetting the flavor of those 
words, to some degree, is this: 

“It it necessary to provide .. . 
external conditions [for] the final 
settlement of the contradictions be- 
tween capitalism and Communism in 
the world arena in favor of Com- 
munism.” 

While the “final settlement” can be 
achieved by Western capitulation to 
Soviet terms, Khrushchev says the 
U.S. and the West in general persist 
in being aggressive. Thus: “The 
threat of aggressive war will remain 
... the Soviet state will see to it that 
its armed forces are powerful.” 


ll. Peaceful takeover 


As a historical milestone, Khrush- 
chev’s revisions of Marxist doctrine 
reject Stalin’s cherished concepts. In 


addition to jettisoning the inevit- 
ability of war and the necessity of 
violent revolution to establish Com- 


munism, the new program comes up | 


with these ideas: 

* Communists can achieve power 
through parliamentary means, can 
buy out capitalist property, can even 
cooperate with non-Communist busi- 
nessmen who have “progressive” at- 
titudes—meaning they are willing at 
least to divide their sympathies be- 
tween Western democracy and the 
Soviet kind of government. 

* The Soviet Union will not re- 
quire indefinitely the “dictatorship 
of the proletariat” envisioned earlier 
by Lenin, Marx, and _ Friedrich 
Engels as an essential stage while 
universal Communism is _ being 
achieved. In rejiggering this concept, 
Khrushchev may be trying to broaden 
Communism’s appeal by an exercise 
in semantics. 

Coexistence. Throughout the tract, 
Khrushchev eulogizes his policy of 
“peaceful coexistence’—a_ _ phrase 
some Westerners at first took at face 
value as an end to the threat of war 
and a chance to breathe in peace, 
and a phrase that was instant anath- 
ema to the Chinese and to neo- 
Stalinists in other Communist parties. 

Khrushchev makes it clear in his 
program that peaceful coexistence is 
not a conciliatory, pacific policy. He 
says it “constitutes a specific form 
of class struggle . . . between social- 
ism and capitalism on an interna- 
tional scale.” Under Communist 
dogma, the class struggle must be 
unrelenting until capitalism  col- 
lapses—by whatever means. 


lll. Better way of life 


As a blueprint for economic devel- 
opment, the program is utterly cyni- 
cal. It will be viewed with skepticism 
not only in the capitalist world but 
even by sophisticated Soviet citizens. 
In some underdeveloped countries, 
the goals will have bed appeal, 
however. 

The Russians themselves often find 
more meaning in comparing today’s 
production with past accomplish- 
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ments rather than with future goals. 

However, Russians are still suscep- 
tible to the lure of a rosy plan, and 
Khrushchev has supplied another 
tempting picture. In just 10 years, 
his program states, real per capita 


‘income will nearly double; in 20 


years, it is to rise to three or three 
and a half times today’s level. Life is 
pictured as easy: free meals, free 
rent, free transportation, free medi- 


cal care, communal housekeeping. 


Something for everyone. To some 
Russians, the most welcome promise 
was in Khrushchev’s implied reversal 
of his unpopular suggestion two 
years ago to abolish private car trans- 


| port eventually. Autos, always scarce, 


are in great demand in Russia. Now 
Khrushchev promises that “produc- 
tion of motor cars for the population 
will be considerably expanded.” 

To provide something for every- 
one, the program assigns industry 
the formidable task of boosting total 
production in 10 years to a level 
150% above current U.S. industrial 
output, in 20 years to a level “no 
less than 500%” above it. 

After that has been done, the pro- 
gram says, the U.S.S.R. at last will 
have electricity for the whole nation. 

Industrial goals. The program also 
calls for: 

* Steel production at an annual 
rate of 250-million tons in 20 years, 
plus big stepups in oil, gas, chemi- 
cals, construction, public transport, 


« New industrial bases in Siberia 
and Kazakhstan to utilize vast water 
power resources and deposits of 
cheap coal. 

« Enormously increased efticiency 
and yields from agriculture, the 
economy's weakest sector. 

= A strengthening of the monetary 
and credit system, with the ruble, 
now virtually valueless outside Rus- 
sia, developing more purchasing 
power and achieving “a strengthen- 
ing of its role in the international 
arena.” 

How to do it. An unsolved prob- 
lem is how to manage the economy 
into this golden era. While the 
Soviets are able now to harness re- 
sources in pursuit of goals in such 
specific fields as space exploration 
and oil production, they have been 
plagued with inefficiency in over-all 
industrial management. After switch- 
ing to a decentralized economy sev- 
eral years ago, they now are return- 
ing to the old system of control from 
the top (BW—Jul.29'61,p55). 

The party program leaves the 
question open e ambiguously stat- 
ing that centralized economic man- 
agement will be strengthened while 
economic independence of local or- 
gans will continue to expand. 
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U.S. presses allies 
to stem oil invasion 


After turning a deaf ear to industry arguments that Soviet 
oil exports constitute a threat to Free World 
security, Washington is finally beginning to take some action 


Ever since Russia began pushing 
cut-rate oil into Western markets on 
a serious scale, U.S. oil companies 
have beseeched Washington to find 
some way of checking it. Washing- 
ton has kept hands off—until now. 

In a perceptible policy shift, the 
State Dept. has taken its first steps 
against the Soviet Union’s penetra- 
tion of Free World oil markets. Over 
the past few months, it has: 

« Dispatched a communique to at 
least several U.S. embassies instruc- 
ing ambassadors—for the first time 
—fto discourage foreign governments 
as actively as discretion permi 
from increasing Soviet oil imports. 

» Engaged in “appropriate” inter- 
national consultations on the Soviet 
crude oil problem. 

Cold shoulder. As late in the game 


as these steps may appear, they are 
a welcome sign to the oil industry. 
Under the Eisenhower Administra- 
tion, oil executives say, Washington 
refused to act at all on theloil indus- 
try’s arguments that Soviet exports 
of crude oil and products constitute 
a threat to Free World security. 

As Soviet crude exports soared in 
the past two years (chart), these were 
the reactions of the State Dept. to 
the oil industry’s case, in the words 
of some company officials who 
helped present it: 

“At the top level, there was indif- 
ference. At the middle, there even 
was some outright hostility.” 

“In Washington they had deaf 
ears. Overseas our ambassadors had 
lockjaw.” 

“For every time I mentioned the 
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threat from Soviet oil, I heard across 
the desk at least one mention of the 
importance of East-West trade.” 

“I could never even find the cen- 
ter of gravity in Washington—every- 
one referred me to someone else who 
was supposed to have responsibility 
for combating Soviet crude. I did 
nothing but strike out.” 

Major invasion. In the meantime, 
Soviet crude scored heavily. Mit 
carved out 21% of the Italian market, 
9% of West Germany’s, 23% of 
Greece’s—to say nothing of 100% 
in Iceland, 91% in Finland, 15% in 
Sweden, 34% in Egypt, plus big 
chunks in the Japanese, Belgian, and 
Norwegian markets. Russian exports 
last year ran to 415,000 barrels a day 
four times the 1956 figure) They're 
expected to do even better this year. 

Why did the Eisenhower Adminis- 
tration reject the industry’s pleas for 
official help? In the opinion of many 
oil company officials, the Administra- 
tion at the top level was reluctant 
to get itself identified too closely 
with major oil interests in the two 
years preceding a national election. 

Beyond that, these officials charge, 
some State Dept. career personnel 
appeared to have an almost instinc- 
tive antagonism against big oil com- 
panies. Then, too, advocates of East- 
West trade had influence. 

(Whatever the reason, the oil com- 
panies were left entirely to them- 
selves to dissuade foreign govern- 
ments from accepting Soviet crude. 

In the Kennedy Administration, 
top officials have indicated privately 
that they are sympathetic to the in- 
dustry at least in this matter, and 
that they will move where possible 
to meet the problem. \No doubt this 
new attitude arises, at least to some 
degree, from the speed with which 
Soviet crude is deteriorating the in- 
ternational market) 

Industry proposals. Up for Wash- 
ington’s informal consideration is a 
proposal by George F. Getty, presi- 
dent of Tidewater Oil Co. Getty 
would have the government put 
aside antitrust provisions in order to 





let private companies exchange ideas ~ 


and coordinate defensive measures, 
preferably in conjunction with Free 
World governments] “Right now, in- 
dustry is acting like a mob—we need 
an organization,” he says. 

Gordon W. Reed, board chairman 
of Texas Gulf Producing Co., sug- 
gests an “economic NATO” of Free 
World nations, with each country 
imposing on itself its own limit of 
Soviet crude imports. His idea re- 
flects the thinking of many oil execu- 
tives—that it is unfeasible to attempt 
a reduction of Soviet crude in West- 
ern markets, but that a freeze on 
current levels could be achieved. 
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“When you're competing with a 
state trade trust, you need to meet 
it with a similar type of organization 
—if need be, a cartel,” says another 
oil executive privately. “Let’s face 
it-gwe can’t compete commercially 
with anyone who can cut prices be- 
low the loss level to serve political 
needs. In political competition you 
need strong weapo 

Poker face. In the meantime, the 
State Dept.—perhaps fearful of ac- 
cusations that it is interfering in the 
internal affairs of other countries— 
is denying a significant change in 
policies. Some officials deny a com- 
munique has been dispatched to am- 
bassadors instructing them to cam- 
paign against import of Soviet crude. 
oil. 

Playing down any suggestion that 
the change in administrations has af- 
fected official attitudes, one official 
says Washington has been concerned 
with the problem for nearly two 
years. He admits, however, that 
“concern reached a peak in February 
this year.” 

Rising production. While the U.S. 

slowly prepares defenses, the Soviet 
oil industry is pumping oil at an 
ever-increasing rate. Last year its 
3-million b/d production surpassed 
that of Venezuela, thus ranking the 
U.S.S.R. second in the world (after 
the. U.S.’ 7.9-million b/d). 
, Soviet officials deny that Russia 
is trying to wreck the world oil mar- 
ket. They claim that they merely 
intend to recapture the 15% share of 
Europe’s oil market that the Soviet 
Union held prior to World War II. 
They've already regained 5%. 

Political motives. While some oil 
company officials assert that all 
Soviet oil sales are politically moti- 
vated, the U.S.S.R.’s All-Union Oil 
Export Board insists that each is eco- 
nomically motivated. The truth evi- 
dently lies somewhere in between, 
but much closer to the U.S. view. 

Certainly the Russians require for- 
eign exchange. Oil gets it for them. 
Where the Russians cannot sell for 
cash, they enter barter deals to ob- 
tain materials—such as pipe—re- 
quired in the Seven-Year Plan. For 
barter or cash, the Soviets always 
underbid Western prices—sometimes 
more than necessary to get the mar- 
ket) 

In deals such as Russia’s offer to 
India last year, however, any eco- 
nomic motivation would be hard to 
find. It offered to sell the Indians 
50,000 b/d, at about a 15% discount, 
in payment for rupees. India rejected 
the offer after U.S. companies stated 
their opposition to refining Soviet 
crude in their subsidiary refineries 
and their willingness to lower prices 
on Western crude. 


New Party 
is born 
in Canada 


Leftwing coalition poses 
threat to both major 
parties in next election 


Some 1,700 delegates met this 


week in Ottawa’s Coliseum to pre-~ 
side over the founding of a new ~ 


socialist party. 

Presently called the New Party— 
it may get a middle name later—the 
new leftwing coalition will be a 
more powerful replacement for 
Canada’s old socialist party, the 
Co-operative Commonwealth Fed- 
eration (CCF), which has always 
been ineffectual in Canadian politics. 

At midweek, it seemed almost 
certain that the New Party would be 
led by Thomas C. Douglas (pic- 
ture), an ordained Baptist minister 
why has been premier of Saskatche- 
wan—the CCF stronghold—for 17 
years. 

Impact on U.S. Because of the 
massive trade and investment links 
between the U.S. and Canada, the 
fortunes of the New Party in the next 
election—probably this fall (BW— 
Jul.22°61,p27 )—-will be watched 
closely by U.S. business. Investment 
in Canada was $10.8-billion at the 
end of 1960, roughly a third of total 
U.S. direct foreign investment. 

The program of the New Party is 
socialist and nationalist. If it should 
come to power, there will be a sharp 
deterioration in the conditions under 
which U.S. companies do business in 
Canada. The New Party’s platform 
says that it will seek to restore to 
Canadian hands the part of Cana- 
dian industry now under foreign 
control. 

In any event, the New Party's 
presence will affect the policies of 
Canada’s two major parties, Prime 
Minister John G. Diefenbaker’s Pro- 
gressive Conservatives and Lester B. 
Pearson’s Liberals. Both parties have 
adopted some of the points in the 
CCF’s platform, in a modified form, 
to limit the appeal of the socialist 
group. They will be tempted to do 
the same with the New Party’s plat- 
form because the New Party will be 
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Claude Jodoin (left), president of Canadian Labor Congress, and Premier Thomas 


C. Douglas of Saskatchewan attend founding of Canada’s leftwing New Party. 


a stronger political force than was 
the CCF. 

New strength. The source of the 
New Party’s extra strength was ap- 
parent at this week’s founding con- 
vention: the organizational and 
financial support of the Canadian 
Labor Congress—the equivalent of 
AFL-CIlO—which has more than 1- 
million members. The New Party 
springs from an agreement between 
CLC and CCF. About 700 delegates 
are direct representatives of CLC 
unions; and one of the three keynote 
speeches was delivered by Claude 
Jodoin, CLC president. 

The permanent influence of CLC 
in the New Party is assured by the 
constitution adopted at the conven- 
tion. This constitution provides for 
direct CLC representation at all 
future party conventions. 

Although the direct influence of 
organized labor is a source of 
strength for the New Party, it is also 
a source of potential trouble. The 
old CCF had always derived its 
major support from Western farmers, 
with some of the traditional farmer 
suspicion of organized labor. 

Struggle for leadership. Signs of 
this potential trouble loomed in the 
unexpectedly vigorous struggle for 
leadership that developed at the con- 
vention. Douglas, despite the solid 
support of labor and most of the 
CCF leaders, met strong opposition 
from Hazen Argue, who has been 
Parliamentary leader of the old CCF 
forces in the House of Commons. 

Argue’s support came from “grass 
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roots” farm delegates, from extreme 
leftwing elements that were dissatis- 
fied with the relative moderation 
of the party platform, and from some 
French Canadian radical elements, 
despite the warm invitation tendered 
by the New Party. But at midweek, 
Douglas was still an odds-on bet for 
party leader. 

Two-stringed. The New Party 
platform is socialist and nationalist. 

Socialism is a word that means dif- 
ferent things to different people. To 
the dominant wing of the New Party, 
it means the modern brand of demo- 
cratic socialism that stresses invest- 
ment planning rather than nation- 
alization of industry. The New 
Party’s draft platform calls for es- 
tablishment of a “national invest- 
ment board” so that the investment 
of capital “will be directed to serve 
public needs.” Presumably this means 
that private industry will be sub- 
jected to investment licensing, _al- 
though the platform is not clear on 
this point. 

On the tax side, the New Party 
recommends (1) an increase in the 
corporate tax rate, particularly on 
undistributed profits; (2) reduction 
in “excessive” depreciation and de- 
pletion allowances; (3) limitations of 
the deductions now allowed for ad- 
vertising and sales promotion; and 
(4) abolition of the “special privileges 
which now go to the recipients of 
corporate dividends.” 

Nationalism. The New Party’s na- 
tionalism shows up in the extent to 
which it blames Canada’s economic 


difficulties on “domination of Cana- 
dian industry by U.S.-controlled 
monopolies.” In language reminis- 
cent of the pronouncements of James 
E. Coyne—whose arch-nationalism 
was the cause of his forced resigna- 
tion last month as Governor of. the 
Bank of Canada—the New Party’s 
draft platform states that U.S. con- 
trol of many Canadian businesses 
“threatens the right of Canadians to 
direct their own economic activity; 
if it is permitted to go unchecked, it 
will endanger Canada’s political in- 
dependence.” 

The New Party doesn’t threaten 
to nationalize U.S.-owned industry. 
Instead, it argues that its taxation 
and investment policies, which call 
for a shift in the control of resources 
from private to public hands, will 
lead to a gradual relaxation in the 
degree of U.S. domination. 

Nationalism also shows up in the 
foreign policies of the New Party. 
The platform calls for an end to the 
North American Air Defense Agree- 
ments (NORAD) with the U.S.; a re- 
appraisal and change of NATO’s 
policies and objectives; and, in a 
confusing statement, for Canadian 
withdrawal from NATO if “forces 
under NATO command should be 
provided with nuclear weapons.” 
The New Party also favors admission 
of Red China to the United Nations, 
and diplomatic recognition for that 
country. 

Election odds. Right now, most 
Ottawa observers don't give the New 
Party much of a chance to win the 
next election. However, Canada’s 
economic difficulties over the past 
four and a half years may have 
heightened the voters desire for 
change. It is no secret that both 
Liberals and Conservatives are wor- 
ried by the potential political appeal 
of the New Party’s “full employment 
guarantee” and of its open economic 
nationalism. 

On the surface, the New Party 
would appear to threaten to capture 
votes primarily from the Liberals, 
since both the New Party and the 
Liberals are left of the Conserva- 
tives. If this holds* true, the be- 
leaguered Conservatives could score 
a victory against the split opposition 
in the next election. 

However, the mixed welfare state 
and nationalistic appeal of the New 
Party could still upset expectations 
and hurt the Conservatives worse 
than the Liberals. Some Canadian 
political analysts maintain that the 
saving vote in many marginal con- 
stituencies—especially in populous 
Ontario—has in past elections shifted 
between the CCF and the Conserva- 
tives, rather than between the CCF 
and the Liberals. 
































- ee : 




























































et pEPI UT SEC ES GO 














Lynn A. Townsend, left, moved up through the ranks at Chrysler Corp. as a 
protege of L. L. Colbert, right. Now he takes the presidency as Colbert bows out. 


No chief executive 
for Chrysler now 


But a strong committee system is set up, with George 
Love and R. E. McNeill in key posts, and with 
Lynn Townsend as president to carry out their policies 


Chrysler Corp. is under new man- 
agement in a form of organization 
it has never had. Its year on the rack 
has ended. The search for new top- 
level direction is over. 

As a consequence of a year of as- 
sault on management experienced by 
no other company its size, Chrysler 
Corp. now will be run under the 
close supervision of its directors—a 
situation never known before at the 
nation’s third-largest auto manufac- 
turer. Chrysler always has been 
ruled by strong individuals: first 
Walter P. Chrysler, then K. T. Kel- 
ler, and recently L. L. Colbert. 

Last week, the directors created 
two new policymaking committees, 
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Executive and Finance. To head the 
Executive Committee, they chose 
George H. Love, chairman of Con- 
solidation Coal Co. and of M.A. 
Hanna Co., a Chrysler director since 
1948. Heading the Finance Commit- 
tee is R. E. McNeill, Jr., president of 
the Hanover Bank. As president, to 
carry out the policies of these com- 
mittees, the board elected Lynn A. 
Townsend, who has been Chrysler’s 
administrative vice-president. 

New lineup. Thus, an era ended. 
Colbert resigned as a director and as 
chairman and president. Love as 
chairman of the Executive Commit- 
tee will preside over the meetings of 
the board of directors. Possibly: to 


emphasize that direction is firmly in 
the hands of the board, no “chief ex- 
ecutive officer” was named. Town- 
send will execute policy, but it will 
be made primarily by non-officer di- 
rectors. 

Townsend serves on the Executive 
Committee, whose other members, 
in addition to Love, are McNeill: 
Juan T. Trippe, president of Pan 
American Airways, and L. F. McCol- 
lum, president of Continental Oil 
Co. Chrysler’s vice-president-finance, 
F. W. Misch, is on the Finance Com- 
mittee, whose other members are 
McNeill; Love; John A. Coleman, 
a New York stock broker, and W. 
Alton Jones, chairman of the ex- 
ecutive committee of Cities Service 
Co. 

The corporation’s announcement 
says Love “will take an active part 
in Chrysler Corp.’s affairs.” He will 
resign as chairman of Hanna, and his 
associates in Pittsburgh expect him 
to spend considerable time in De- 
troit. But he is not expected to as- 
sume the title of chairman of the 
board or of chief executive officer. 

Leaving those offices vacant gives 
Chrysler’s board some room to ma- 
neuver in the future, either to‘pro- 
mote from within or to enlist top 
management talent from outside the 
company. But the pressure for re- 
cruiting new management immedi- 
ately is off. 

One man who has been close to 
the Chrysler tangle for the past year 
says: “This is it. With those commit- 
tees they have put direction in the 
hands of good businessmen, with a 
man inside [Townsend] to prove 
what he can do. They're not trying 
to run Chrysler by committee.” 

Colbert’s future. Colbert was 
given the innocuous job of chairman 
of the board of Chrysler of Canada. 
This presumably protects his pen- 
sion rights but does not give him the 
right to sit on the board of the parent 
corporation. 

Colbert had been associated with 
Chrysler since the 1930s and in 
the past decade had presided over 
a complete renovation of Chrysler 
plants, products, and management. 
He thought he was capping his 
career in the spring of 1960 when he 
stepped up to the chairmanship an:' 
made his friend and protege, William 
C. Newberg, president. 

The scandal. To Colbert, this was 
the proper management move, and 
one he had planned carefully. He 
felt that he had succeeded in what 
he had set out to do in 1950—to take 
charge of the corporation and train 
his own management group. To an 
interviewer, he pointed out that only 
one man (Henry Ford II) had had 
a longer tenure as president of an 
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auto company. Then Colbert’s world 
fell apart. 

Newberg, it appeared, had had in- 
terests in companies supplying parts 
for Chrysler cars. He resigned with 
a promise to repay certain sums, 
later sued to have the agreement set 
aside. Chrysler sued to collect profits 
from Newberg and _ his partner. 
Stockholders sued Chrysler, and 
Newberg sued Colbert personally. 

Chrysler’s outside auditors and 
legal counsel investigated the private 
affairs of hordes of corporation em- 
ployees, and the directors retained 
the law firm headed by Thomas E. 
Dewey to examine the results of the 
investigation. A number of responsi- 
ble officials in both low and high 
positions were asked to resign, or 
quit of their own accord. Colbert, 
meanwhile, took back the dual roles 
of president and chairman while he 
and his board searched for a new 
president. 

Interim action. To split the load, 
Colbert and the board in January 
made Townsend administrative vice- 
president. Townsend, a shrewd, ag- 
gressive young man trained as an 
accountant, had become increasingly 
vocal in board meetings, sometimes 
to Colbert’s annoyance. When he was 
moved into the No. 2 job, it was not 
intended that he be moved up to 
president at this time. 

Some time ago, though, Colbert 
came to the reluctant conclusion that 
he would have to make a commit- 
ment to relinquish his role as chief 
executive officer in order to attract 
new top management (BW—Jun.24 
'61,p37). Then, within the past 
month, the last acceptable candidate 
for the job declined, and Colbert and 
his board realized that Colbert him- 
self had to go. In his letter of resig- 
nation, he said: “I have deliberately 
come to this decision in order to 
facilitate the efforts of the non-officer 
directors to establish new senior top 
management of the company... . 
Any personal desires on my part to 
continue to head the company should 
give way to considerations of what 
seems to be best for the company, its 
employees, its stockholders, and its 
dealers.” 

Finless, headless. But the board is 
fresh out of candidates from the out- 
side. Anyway, there is a new, finless 
line of Chrysler cars coming up, and 
perhaps a sizable loss for the year. 
The feeling around Detroit is that 
any man who looked attractive to the 
board would certainly think twice 
before he walked into Chrysler at 
this particular point. So for at least 
the rest of this year and in all likeli- 
hood for a much longer time, 
Chrysler is in the hands of Love 
and Townsend. 
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New GE president is Gerald L. Phillippe; Cramer W. LaPierre is executive v-p 


General Electric picks 


an accountant, too 


Comptroller Gerald L. Phillippe is name president of G.E. 
The move, expected to insure tighter management 
control, follows a similar one a few days earlier by Chrysler 


For the second time in a week, an 
accountant was selected as president 
of a giant corporation. 

On Tuesday, General Electric Co. 
announced the election by the board 
of directors of Gerald L. Phillippe as 
president. Five days earlier, Lynn 
A. Townsend was the directors’ 
choice for president of Chrysler 
Corp. (page 25). Both men are ac- 
countants. 

The two companies gained no- 
toriety during the past year because 
of questionable actions by members 
of their executive groups. GE lopped 
off a number of men at or near the 
vice-presidential level found guilty 
of price-fixing. Chrysler removed its 
president and some other officials 
because of conflicts of interest. 

Logical choice. The choice of men 
with accounting experience under 
those circumstances was logical for 
two companies that want to insure 
stricter management control. Also, 
both men have the benefit of a work- 
ing knowledge of the financial op- 
erations of all departments of their 
companies. A third reason is the 
intensified competition these com- 


panies face and their desire to hold 
down costs. 

Phillippe, 51, has been comptroller 
and chit financial officer of GE since 
1953. As president, he will have 
charge of the company’s services or 
staff organization. The service groups 
advise the operating divisions, which 
will continue to report directly to 
Ralph J. Cordiner, GE chairman and 
chief executive, through the five 
group executives. Robert E. Pfen- 
ning takes Phillippe’s former job. 

New post. GE also announced the 
election of Cramer W. LaPierre as 
executive vice-president of the com- 
pany, a new post. LaPierre, 57, had 
been vice-president and group execu- 
tive in charge of the company’s Elec- 
tronic & Flight Systems Group. In 
his new post, he will have responsi- 
bility for over-all forward planning 
and special business situations, with 
emphasis on GE’s progress in new 
technology. His former position will 
be filled by Jack S. Parker, who was 
vice-president, relations _ services. 
Virgil B. Day will head relations. 

Phillippe and LaPierre also were 
elected to the board of directors. 
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Is competition chipping away at your share of market? 


If improved customer service will give you more 
of a competitive advantage, now is the time to use 
American Airlines AlRfreight. 

Nothing satisfies a customer like quick, dependable 
delivery of his order. AIRfreight’s speed and flexi- 
bility let you do just that and meet regional demand 
fluctuations as they arise. With more than 1,200 
flights daily, American serves 3,042 markets through 
50 major cities. No need now for large safety stocks, 
unwieldy inventory, extensive overhead. 


One national shipper, Relief Printing Corporation 
of Boston, began using American AIRfreight nine 
years ago to market business cards nationally. They 
cut west coast and midwest delivery time, met local 
competition, boosted sales 65%. Maybe American 
can do the same—or more—for your company. 


Consider AIR freight—every profit-building aspect. 
And remember, more shippers move more freight on 
American than on any other airline in America. Ship 
with the professionals—call American AIRfreight. 


AMERICAN AIRLINES 


America’s Leading Cargo Airline 








In business 


American Airlines will halve fares 
for young people of 12 to 21 


American Airlines this week asked the Civil Aeronautics 
Board for permission to carry passengers aged 12 
through 21 at half of first-class fares. If the new promo- 
tional rate is approved, it will become effective Aug. 30 
and last six months. Soon after American’s petition, the 
line’s two chief competitors, United and Trans World 
Airlines, filed similar proposals. 

Youths flying under the plan can board on a standby 
basis, or they can make a definite reservation but not 
until three hours before take-off. On planes with both 
coach and first-class seats, they would be assigned to 
the coach section initially and after that was filled, to 
first class. On jets they would not pay the jet surcharge. 

American believes this plan will expand the market 
without diverting business from one fare classification 
to another or one carrier to another. 


Treasury’s new tax haven proposals 
stress nature of business done 


The Treasury has revised its proposals for ending the 
advantages enjoyed by U.S. corporations in foreign 
“tax havens.” But its new position—available in 20 
pages of legislative language this week—will still be 
opposed by many businessmen with foreign operations. 

The Treasury now leans toward defining tax haven 
companies by the kind of business they do, and not by 
their income alone. Thus, it would exempt manufac- 
turing subsidiaries overseas as long as the value added 
by the manufacturer equaled 20% or more of the 
finished product. But it would crack down on profits 
from exports, licensing, insurance, and other commis- 
sions or services. U.S. companies engaging in these 
activities would have to include the “undistributed tax 
haven profits of a controlled foreign corporation” as part 
of their own gross income. 

The Treasury excluded the shipping and construction 
industries, saying that they are still under study. It has 
asked for comments on its plans, and hopes for action 
in Congress next year. 


Private utilities in Midwest sue 
equipment makers over price-fixing 


Four Midwestern utilities this week sued 19 electrical 
equipment manufacturers involved in the Philadelphia 
price-fixing cases earlier this year. 

Commonwealth Edison Co. of Chicago, Central 
Illinois Electric & Gas Co., Northern Indiana Public 
Service Co., and Public Service Co. of Indiana, Inc., 
asked the federal district court in Chicago to determine 
the damages and to award triple damages, plus costs. 

These are the first suits filed by private utilities since 
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the successful prosecution of bid-rigging and _price- 
fixing indictments against the electrical manufacturing 
industry. Some 40 suits have been started by public 
power systems. In addition, five government agencies 
and the Tennessee Valley Authority have asked about 
$12-million for alleged overcharges. 

Westinghouse Electric Corp. was named in each of 
nine suits filed, General Electric Co. in eight. 


American Optical Co. and Bausch & Lomb, Inc., the 
two biggest U.S. makers of optical equipment and 
lenses, were indicted this week on federal price-fixing 


charges in Milwaukee. Also named as defendants were | 


Victor D. Kniss, executive vice-president of American 
Optical, and Alton K. Marsters, Bausch & Lomb sales 
vice-president. 

The indictment charged the companies with publish- 
ing identical stock lens prices and threatening “retalia- 
tory’ price cuts if independent manufacturers didn’t 
conform. They were also accused of fixing prescription 
prices in areas where both have branch laboratories. 


British Columbia acts to take over 
$800-million private utility 


British Columbia’s Social Credit-controlled Parliament 
this week was putting the finishing touches on a law 
to take over British Columbia Electric Co., Ltd. Share 
and bond holders would receive $683-million; the 
company’s assets are listed at $800-million. 

Apart from the expropriation. of a major company, 
the act would have two major significances: 

« The provincial government would use BCE to 
develop the hydroelectric potential of the Peace River. 
At the same time, Premier W. A. C. Bennett has re- 
jected the bid of a private group headed by Axel 
Wenner-Gren, Swedish financier, to do the job. 

= Bennett’s action jeopardizes plans for the joint 
U.S.-Canadian government development of Columbia 
River power. 


Multi-fuel engine needs no adjustment 
to switch, GM division claims 


Attainment of one of the most tantalizing goals of power 
plant engineering—a piston engine that will use any 
kind of liquid fuel—is claimed by Detroit Diesel En- 
gine Div. of General Motors Corp. 

This week Detroit Diesel showed a line of 12 en- 
gines ranging from 20 hp. to 650 hp. that, with only 
simple engine tuning, can function equally well on 
diesel oil, gasoline, or anything in-between. 

Previous multi-fuel engines have all required extensive 
modifications before a fuel shift. Detroit diesel has 
adapted its standard engines for a compression ratio of 
23 to 1 and says “they can use fuels singly or in any 
combination without engine adjustment.” 


BUSINESS WEEK August 5, 1961 











SS 











Wi 


rice- 
iring 
ublic 
Aces 
bout 


h of 





the 
and | 
xing | 
vere 
ican 
ales 


lish- 
ilia- 
dn’t | 
tion | 
S. 


ent 





law | 
are | 
the 


ny, | 


to 
er. 


xel 


int 
bia 


er 
ny 
n- 


n- 


ly 
on 





ve } 
as 
of 


ly 





Planners adjust: 
Slack may be going 
out of the economy 


Shooting war 
controls don’t fit 
cold war tensions 


As usual—F RB is 
seen as the first 
line of defense 


Chief worry: 
consumer jitters 


Washington outlook Bi 


The official announcements stress the relatively mild economic impact of 
what Pres. Kennedy is doing about the Berlin crisis. 

The present degree of slack in the economy is cited along with the high 
rate of unemployment. The effect is one of reassurance. 

Inflation fears are being minimized. 

But underneath the talk—causing it, in fact—is the possibility that the 
slack of unused facilities and manpower is going out of the economy and 
that inflation, the creeping variety, will resume sometime next year. 


There is no talk about needing controls in the foreseeable future. 

There’s a feeling among Kennedy’s advisers that even asking for standby 
controls would have the wrong psychological effect, feeding inflation fears 
rather than dampening them. 

The President’s advisers don’t like the idea of invoking wage, price, or 
rent controls in peacetime. They feel the same way about any system of 
rationing strategic materials. 

A number of papers are being prepared for White House use on what 
might be done to check inflation, short of formal controls. 

There has been a stockpile of mobilization plans ever since the Korean 
War. But these are shooting war plans. They don’t cover a period of mount- 
ing cold war pressures on the economy. 

Early in the period when Kennedy was considering alternative plans for 
Berlin, there was some talk about asking for controls designed for cold war 
use. It soon became plain that Kennedy was not going to approve spending 
plans big enough to give the economy an obviously inflationary jolt. By the 
time Kennedy settled for the $2.7-billion rise this year, all talk about con- 
trols had ceased. 


If tautness is going to replace slack in the economy, it will show first in the 
money market. 

Kennedy advisers are taking the orthodox line on credit. 

They count on the Federal Reserve Board to tighten credit if the Berlin 
buildup begins to generate price rises. They are saying this casually, al- 
though most of them have been severe critics of William McC. Martin, 
Federal Reserve chairman, in the past. 

Some officials are looking for a rise in commercial bank lending as the 
impact of the new arms spending takes hold. Loans for bigger inventories 
will be the first demand. 

The $1.7-billion to be spent this fiscal year for new military hardware 
(page 23) is for items that are in production now, or can be produced imme- 
diately. There'll be little waiting for the economic effect. The arms makers 
will have to increase their own buying immediately. So will their suppliers. 
Payrolls will have to be expanded. 

This does not add up to a strong inflationary push. But it will be a broad 
and positive influence in the direction of tautness. 


There was some fear that Kennedy’s TV speech last week might touch off 
a surge of scare buying. This worry is over. “The country took it manfully,” 
one official puts it. 





Civilian spenders 
are worrying over 
next year’s money 


Democrats wait 
for the word on 
tax proposals 


McNamara and 
Taylor 
gain new prestige 


Washington outlook continued 


Khrushchev, of course, might still stir up the consumers. 

A war-like gesture by the Soviets or an overt move by the East Germans 
to pinch off Berlin could start a march to stock up. Officials want to keep this 
from happening during the period of nerve-testing that lies ahead. That is 
why they will keep on stressing the non-inflationary factors in the economy. 


Kennedy’s mood has the big civilian spenders in the Administration worry- 
ing over the possibility of a budget crackdown next year. 

So far, he’s given his department heads a lot of freedom in driving up 
expenditures. More money is going out for social welfare, housing, public 
works, water resources, higher farm price supports—virtually everything 
the top New Frontiersmen favored. 

As a result, outlays for civilian projects are rising more this year than 
outlays for new arms, by a couple of hundred million dollars. 

This honeymoon on the civilian side of the budget may be over. 

What worries the departmental planners is Kennedy's unusually firm 
promise—made last week—that the budget he'll submit next January will 
be in balance. 

From the viewpoint of a department head with a new program to sell at 
the White House, the bare arithmetic is discouraging. 

Outlays this year are heading toward $88.5-billion. Military and space 
requirements alone could send this to $92-billion next year, even if Khrush- 
chev doesn’t do anything more to heat up the cold war. 

Tax collections could run $10-billion or $11-billion higher than the cur- 
rent year due to better business, but a rise of that size would only take 
receipts to $92-billion or thereabouts. Result: a new budget barely in bal- 
ance—with nothing for a continued surge of civilian spending. 

Kennedy has said he would call for a tax rise if necessary to keep the next 
budget in the black. It will be a lot easier politically to slam the brakes on 
civilian spending and get his promised balance that way. 


Democratic leaders in Congress are waiting for Kennedy to tell them what 
to do about the tax bill now before the Ways & Means Committee. 

Since the Berlin crisis, Democrats have been floundering. 

The bill would give some businesses a $1.1-billion tax cut in the form of a 
credit for money spent for new equipment. But tax legislators don’t like 
the idea of making a cut like this one year, if they are going to be asked to 
vote an increase next year to balance Kennedy’s budget. 

Kennedy could still give this year’s bill a powerful push. But if he doesn’t 
take a strong stand soon, its chances will go on diminishing. 


Defense Secy. Robert S. McNamara is a big gainer in power and prestige 
from the Berlin crisis. Even his critics in the Air Force who once were pre- 
dicting his departure from Washington have been driven to cover. He is 
unchallenged boss in the Pentagon and stands high with Kennedy. 

Gen. Maxwell Taylor, Kennedy's military adviser in the White House, 
gains along with McNamara. 

There’s the possibility of a clash, though. Pentagon officials object to 
stories giving Taylor credit for suggesting the buildup of our ground forces 
in Europe. They say the plan was devised by the McNamara team, with 
the full cooperation of the Joint Chiefs of Staff. 
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OFF-HOUR EATING: 


Once it posed a problem; now it pays in savings 












For farseeing executives with in-plant employee feeding prob- 
lems, here’s an important fact: Canteen automatic hot-food 
service works around the clock. 
Canteen vendors supply hot food, hot and cold drinks, salads, 
sandwiches, pastries . . . even cigarettes and candy .. . any 
hour of the day or night, at the drop of a coin. 
Employees like Canteen® service. The food is appetizing, 
menus varied; there’s no walking, no waiting. Management 
finds that Canteen service saves man-hours . . . Saves space 
. . Saves money. 
Why should you turn to Canteen? Because 
Canteen is the largest, most experienced 
company in the automatic food vending 
field geared to meet your individual re- 
quirements. For a single, reliable and 
economical source for high-quality food, 
automatically served, call your local Can- 
teen representative—find him quickly in 
the Yellow Pages. Only from Canteen can 
you get Canteen service. 





Canteen Servinette®a new con- 
cept in vending service, serves 
hot foods, sandwiches, cold 
Salads and pastries. Quality 
preparation . . . dependable 
local Canteen service. 





This 1S Automatic Canteen: Canteen Service—hot and cold foods and beverages, candy, cig- 
arettes: A. C. Automatic Service, Inc.—AMI music systems, Rowe vending machines, A. C. bill and coin changers; 
Nationwide Food Service, Inc.—in-plant catering; Commercial Discount Corporation and Hubshman Factors Corpora 


tion—financing; Canteen services abroad—Canteen International, S.A. 


AUTOMATIC CANTEEN 


COMPANY OF AMERICA 


AUTOMATIC CANTEEN COMPANY OF AMERICA e MERCHANDISE MART e CHICAGO 54, ILLINOIS 
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Dr. Hans Speck (right) and workers brave a swarm of stinging insects to remodel the queen bee’s bridal suite 
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Mexican bees pep up 
ho-hum industry 


Dr. Hans Speck and Arthur Wulfrath—probably the biggest 
beekeepers in the world—have promoted their 
Cuernavaca apiary into a $1.8-million-a-year operation 


Ordinarily, a venture into the bee 
business isn’t a milestone on the road 
to riches. Probably 50% of the 260- 
million-Ib. U.S. honey crop last year 
came from backyard hives. The re- 
mainder was produced by commer- 
cial beekeepers who—if they were 
large and had several sidelines, such 
as beeswax—grossed maybe $75,000 
to $100,090. 

Now, as the pictures on these 
pages show, one bee farm has gone 
big league. In Cuernavaca, Mexico, 
Dr. Hans Speck and Arthur Wulf- 
rath have promoted bees into a $1.8- 
million-a-year operation that has all 
the signs of becoming a humming 
empire in an otherwise dronish in- 
dustry. 

Mexico has several advantages for 
beekeeping. Wild nectar flowers 
abound, and labor and land are both 
plentiful and cheap. Last year, Mex- 
ican beekeepers produced about 50- 
million Ib. of honey, and some bee- 
men predict that Mexico—the 
world’s fourth largest producer—one 
day will match U.S. output. 

Diversification. Like their coun- 
terparts in bigger industries, Speck 
and Wulfrath are tapping global 
markets and diversifying into a 
broad line of byproducts: 

# Chief moneymaker, of course, 
is honey. This year, Speck-Wulf- 
rath’s 30,000 hives will produce 
4,000 tons, bringing in about $1.2- 
million. All but 500 tons will be 
exported. 

# “Royal jelly” will bring in an- 
other $300,000. This substance comes 
from the glands of worker bees and 
makes the queen bee fertile. For 
humans, royal jelly has been billed 
as everything from a “human cell 
builder” and cosmetic to a “sex stim- 
ulant.” 

# Speck and Wulfrath produce 
and sell 50,000 mated queens a year, 
worth $100,000. 

# Sale of wooden hives and other 
supplies brings in $10,000. 

* Pollen, used for medicinal pur- 
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poses outside the U.S., accounts for 
$30,000 a year. 

= Beeswax, the wax secreted by 
bees for making the honeycomb, is 
sold in small amounts to candle- 
makers. Speck and Wulfrath have 
set up a company and, with Superior 
Honey Co., are casting their own 
candles. They expect this to develop 
into a  $500,000-a-year business 
within two or three years. : 

# Speck and Wulfrath plan to pub- 
lish a softbound Spanish encyclo- 
pedia on beekeeping this year. 

Kid gloves. Getting bees to co- 
operate requires kid-glove treatment 
—psychologically as well as phys- 
ically. 

A colony houses three types of 
bees: the queen or mother; the 
drones, which mate with the queen; 
and the worker bees, which haul the 
nectar to the hive for the conversion 
to honey. The main duty of the 
queen is to produce eggs for replac- 
ing the short-lived workers and 
drones. 

The honey is gathered from the 
hives between October and Decem- 
ber, run through centrifuges, and 
heated to help separate out the bees- 
wax. The honey is then packaged 
and shipped. 

Care and feeding. Speck and 
Wulfrath take great pains with their 
colonies, and it shows in the honey 
yield—200 Ib. to 300 lb. per hive. 
The U.S. average is about 40 lb. 

Family tree. Speck and Wulfrath 
change the queens once a year, al- 
though queens may be good for four 
or five years. The annual turnover 
keeps the hives at peak egg produc- 
tion. Selective breeding produces the 
hardiest offspring—also the stingiest. 
“If we didn't have the sting,” says 
Speck, who has been jabbed as often 
as 200 times a day, “we'd lose huge 
amounts of our crop through pilfer- 
age.” With 3-billion stinging bees 
to worry about, poachers think twice 
before trying to loot Speck-Wulfrath 
hives. 








* ‘ : 
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Workers cut, weigh, and package the 
comb honey for local sales and export. 


Boers 


Technicians check honey and royal 
jelly for moisture content and color. 





“Sculptured” candles made of beeswax 
undergo tests for drippage, duration. 
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Chaseman Fred E. J. Kracke displays the wares of one of his small business customers 


Household wares—and a symbol of greater usefulness 
from the people at Chase Manhattan 


Lending money to small business is 
one of the things the people at Chase 
Manhattan like most to do. And for 
good and practical reasons. 

The fact is that when depositors’ and 
stockholders’ money goes to work ina 
small business loan, men and women 
go to work, too. And if the business 
succeeds, the whole community bene- 
fits by an increase in competition that 


can bring a wider choice of products 
and better prices. 

In a sense such loans are like seed 
corn. They go into the ground with 
much planning and great faith. Culti- 
vated by men of character and ability 
they yield a harvest that profits all con- 
cerned, brings better living to the com- 
munity, and ultimately contributes to 
the strength of the whole economy. 


That’s why there’s no greater satis- 
faction to a banker than lending money 
to a business that goes places. It ex- 
plains, too, why the small business- 
man is so welcome a customer at Chase 
Manhattan, and why he has a stand- 
ing invitation to come in for financial 
guidance and assistance. 

The factual report to the right is a 
case in point. 








How a *1,000 loan helped 
launch a business 





Back in 1928 two young New Yorkers 
set out to make their fortune in whole- 
sale housewares. 


As experienced houseware salesmen, 
they knew their product and its mar- 
ket. They had character, credit-worthi- 
ness and imagination. Their only lack 
was money. 


To Chaseman Kracke, they were a 
good credit risk. So a $1,000 loan 
helped launch a company. 


As the company grew and its credit 
requirements increased, larger loans 
were made to finance inventories and 
receivables. Other loans helped finance 
moving costs and the purchase cost of 
larger quarters. 


Today the company’s annual sales ex- 
ceed $2,500,000 and Chase Manhattan 
loans continue to help. 





It’s important to point out, too, that 
the principals still come to Chase Man- 
hattan for financial advice and coun- 
; sel. And whenever necessary they use 
the unlimited range of services that a 
large commercial bank can offer 
small business. 


THE 

CHASE 
MANHATTAN 
BANK 


1 Chase Manhattan Plaza 
New York 15, New York 


Member Federal Deposit Insurance Corporation 
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NEW PRODUCTS 


Motorola’s new look 
in color TV tubes 


Company comes up with a smaller, reshaped tube, which it 






claims will spur color sales by making it possible 
for the industry to produce a more attractive, compact set 


Ever since March, 1954, when Ra- 
dio Corp. of America made _ the 
first commercial color TV set using 
the compatible-color system ap- 
proved by the Federal Communica- 
tions Commission, both manufac- 
turers and consumers have been 
awaiting a breakthrough that would 
reduce the price of a color set to near 
that of a black-and-white set. 

Cost differential. Today, the low- 
est list price on a black-and-white 
set is $159.95. The lowest list on a 
color set is $495. The major extra 
expense in a color set is the viewing 
tube itself, which is far more complex 
than its black-and-white counterpart. 
It has long been expected that 
any breakthrough in color television 
would involve the viewing tube. 

Face-lifting. Last week, Motorola, 
Inc., began advertising a new color 
tube that it described as a major 
breakthrough in color television. To 
the consumer, however, this is not 
the long-awaited breakthrough that 
would make color sets cheaper. Mo- 
torola is apparently gambling that 
color TV set sales have been held 
back as much by the bulky look of 
present models as by the price. 

The Motorola tube is neither less 
expensive nor technically different 
from the 21l-in. RCA tube that is 
now standard in color sets. But it 
is shorter enough in depth to make 
it possible to reduce the size of 
color TV sets to about the dimen- 
sions of present-day black-and-white 
sets. In addition, by squaring off the 
corners of its tube, Motorola pro- 
vides about 22 more square inches of 


viewing area than the standard 
RCA tube. 
Edward R. Taylor, Motorola’s 


executive vice-president, claims that 
the smaller tube will allow produc- 
tion of a more attractive set—and 
thus increase color’s share of all TV 
set sales from today’s approximately 
1.6% to “between 5% and 10%”—or 
from 100,000 sets a year to 300,000 
to 600,000. 


Motorola’s motive. At the mo- 
ment, Motorola itself doesn’t share 
in the color market. It makes no 
TV tubes, and it hasn’t made any 
color TV sets since a money-losing 
venture in the mid-1950s. Further- 
more, the company doesn’t stand to 
profit from the manufacture of its 
tube by others—Taylor says there 
is “nothing patentable about it.” 

So why did Motorola spend $100,- 
000 to develop the tube? Taylor says 
the tube is “Motorola’s gift to the 
industry’—information on it will 
be available to all comers. As soon 
as any tube manufacturer begins 
making it, he says, Motorola will 
again market a color set. 

Motorola may also have been out 
to show dealers it. wasn’t sitting still 
on color TV _ while competitors 
launched new lines (BW—RMar.11 
61,p87). It probably also hopes the 
announcement of the new tube will 
retard sales by Zenith, Philco, Syl- 
vania, and GE, all of whom have 
just recently begun to make color 
sets with standard tubes. 

RCA’s reaction. Motorola may also 
have in mind unsettling RCA, still 
the only producer of color tubes. 
RCA obviously can’t recognize Mo- 
torola’s tube as a key advance with- 
out endangering 1961 sales of its 
own color sets and the chassis and 
tubes it sells to other manufacturers. 
On the other hand, if RCA ignores 
the new tube and it catches on, the 
company’s position as an industry 
leader may be threatened. At stake 
is the nearly $140-million RCA has 
already spent developing color TV. 

W. Walter Watts, RCA group ex- 
ecutive vice-president, took a look 
at the Motorola tube at a New York 
demonstration last week and imme- 
diately issued a statement that said, 
in effect: We're interested in any 
new development in color, but it has 
to meet our standards. And, even if 
it does, our experience shows pro- 
duction and marketing would take 
several years. End 


NEW PRODUCTS 47 











































Sey SFAVRVAGS > Gee 


¥ Grate Bae 











New Sylvania “Direct-Wire” TV 
lets you see where you can’t be! 


Now a private TV system lets you keep your eye on 
many operations at once. Let us show how it can 
boost efficiency, cut costs—for surprisingly little! 





























Guarding security at Bayside, N. Y. Atomic En- 
TV system checks identification, 
guards vital areas hour after hour without a 
wink. Complete installation took only one day! 


ergy Plant. 
































Doing rounds for nurses at Overlook Hospital, 
Summit, N. J. ‘‘Direct-Wire’’ TV cameras are set 
in rooms; one nurse in central spot can check 
patients simply by switching channels! 











Merchandising at Bond’s Fifth Avenue. ‘‘Direct- 
Wire” TV boosts traffic, sales; picks up fashion 
show on 3rd floor, transmits it to street floor 
window. Customers see, stop, come in. 



































Monitoring office work at Youngs Rubber Corp. 
Keeps constant watch on special office process- 
ing work in progress. Feeds all information to 
private monitor. 








TWA ARRIVALS 
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Announcing flights for TWA. At Idiewild Airport, 
TWA televises arrival and departure boards, 
keeps passengers posted on flights via TV receiv- 
ers conveniently located throughout the terminal. 


Sylvania “Direct-Wire” TV helps you see your way to greater efficiency 


Pays for itself within a few months of opera- 
tion. No personnel required! Switch it on, 
adjusts itself. Easy to operate as your home 
no special 
uses no 


TV set. Works indoors or out... 
lighting needed. Low power cost... 
more wattage than a desk lamp. 


For more uses, more information, and a free 
visual communications survey of your business, 


mail coupon today ! 


SYLVANIA 


GENERAL TELEPHONE séLEcTRONICS “EE 


48 NEW PRODUCTS 





----TEAR OUT AND MAIL TODAY 
Att: R. E. BROCKWAY 


Sylvania Electric Products Inc. 
Sylvania Commercial Electronics 
1740 Broadway (Dept. K) 

New York 19, New York 


(0 Please send more information on Sylvania 
‘“‘Direct-Wire’’ TV and how to arrange a 
free visual communications survey for my 
business. 

(0 Please send leasing information on 
Sylvania ‘‘Direct-Wire’”’ TV. 
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New typewriter 
uses old idea 


IBM is offering an electric 
machine that has no 
moving carriage, typebars 


In 1829, an inventor named William 
Burt patented a crude, clanking con- 
traption for “printing letters.” This 
was the first American typewriter, 
basically built around a revolving 
wheel that had an alphabet etched 
into its rim. This week, International 
Business Machines Corp. unveiled a 
new electric typewriter that takes 
its basic idea from the Burt machine. 

IBM’s new Selectric typewriter has 
no moving carriage, no typebars. 
Alphabetic characters, punctuation 
marks, and numbers are arranged on 
a walnut-sized nickel-coated sphere. 
This is mounted on a carrier inside 
the typewriter, and whisks along 
from left to right, tilting and twisting 
on two axes to get the right letter 
into position and printed. 

Advantages. IBM claims these ad- 
vantages for its new electric ma- 
chine: 

= It permits faster operation. 

# When two keys are hit almost 
simultaneously, instead of penne, 
only the first is typed right awa 
The second key is automatical 
stored for a split second, then = 

= Customers can keep several 
typing heads—each with a different 
type-style—on hand. 

* The ribbon comes packaged in 
an easy-to-load cartridge. 

The Selectric is priced competi- 
tively. The smaller model that takes 
11-in. paper sells for $395; the 15%4- 
in. machine is priced at $445, the 
same as IBM’s 12%4-in. typebar elec- 
tric. Gordon M. Moodie, general 
manager of IBM’s Electric Type- 
writer Div., says it’s “conceivable” 
the Selectric will replace IBM’s cur- 
rent family of typebar machines, but 
only after it acquires some of the 
sportier features of IBM’s regular 
line, such as proportional spacing. 
“And that could be some time off,” 
says Moodie. 

Potential rival. The Selectric may 
soon meet some competition, though. 
Dimensions, Inc., a small Brooklyn- 
based company, ‘has built a rough 
model of a typewriter that operates 
on much the same principle. It has 
a small wheel with all the letters 
engraved on it. End 
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A company that breeds presidents 


Nylok Corp. helps its restless executives set up their own 
companies. It’s a cheap way to expand— 
and solve a personnel problem at the same time 


ee Se 


Since November, three out of six 
vice-presidents have left Nylok Corp. 
—a Paramus (N.J.) manufacturer 
of threaded self-locking fasteners. 
Three other top executives are think- 
ing of doing the same. 

Nylok hasn’t been through a man- 
agement blow-up. All the departees 
have gone forth with the blessing of 
Nylok Pres. R.E. Waldo to set up 


| their own businesses. 





James H. Trebilcock’s Nylok Mid- 
west Corp. in Chicago and _ T.]J. 
Buckley's Buckley Nylok Corp. 
started production in June. J.E. 
Johnson launched Aerospace Nylok 
Corp. in Hawthorne, N.J., last De- 
cember. 

Expansion scheme. Helping these 
men to start their own companies is 
part of a novel expansion scheme 
Waldo dreamed up to give every- 
body a chance to be president. He's 
trying to lick a chronic problem in 
small companies: You train a lot of 
bright young men. Then when you 
can't promote them any higher, they 
leave you to go somewhere else. 

From Waldo’s point of view, the 
three men who have gone are still 
working for Nylok. It owns part of 
their companies. They are making 
and selling its products, under li- 
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cense, and paying it an average 
royalty of 5% on their sales. This 
way they are still using their ex- 
perience for Nylok’s benefit, yet they 
can be rewarded in direct propor- 
tion to their efforts. 

Waldo is a strong believer in man- 
agement incentives. One of the first 
things he did after becoming Nylok’s 
president in 1954 was to set up a 
bonus plan. It was modeled after 
those of General Motors Gorp., 
where Waldo spent 27 years, rising 
tc general manager of the New De- 
parture Div. Under the plan he could 
divide 10% of pretax earnings among 
outstanding performers. Unfortu- 
nately, in three out of the last seven 
years there were no pretax earnings. 

Growing pains. For Nylok is still 
going through young-company grow- 
ing pains. It was started shortly after 
World War II around some patents 
controlled by its founder, chairman, 
and_ principal stockholder E.R. 
Boots. Chiefly, the patents involve 
a process Boots invented for making 
screws, nuts, and bolts self-locking 
by inserting a littie nylon pellet. 

After a long period of testing and 
development, Nylok finally began 
to move in the mid-1950s. Last year 
its sales—for applications ranging 








from eyeglasses and saxophones to 
missiles and computers—totaled 
nearly $3-million and it collected 
some $225,000 in royalties from the 
companies, most of them bigger, to 
which it licenses its patents. The 
profit was $113,168. 

Although Nylok has 212 employ- 
ees in three plants, its manufacturing 
operations are not elaborate. For the 
most part, it doesn’t produce fas- 
teners from scratch; instead it takes 
fasteners purchased or supplied by 
the customer and makes them self- 
locking. “Basically,” says Waldo, “we 
are merchandising a group of pat- 
ents.” 

The trouble is those patents will 
run out in eight to 10 years. Waldo 
isn’t especially worried. By that 
time, he hopes to have made Nylok 
competitive as a processor, to have 
diversified its operations, and to have 
made its trademark worth licensing. 

Top-level unrest. But in the last 
couple of years some of Nylok’s ex- 
ecutives began to feel insecure about 
the future. 

In addition, some executives were 
beginning to “lose interest and get 
stagnant.” Others were showing 
signs of wanting to be president. 
“They are a bunch of individual- 
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TO IMPROVE 


BUSINESS 
EFFICIENCIES 
WITH 
INTERCOM 


Get all the facts now 
inthis new FREE BOOKLET 


Send today and find out how 
Executone intercom will: (1) provide 
more working minutes each hour, 
(2) help to increase sales by 
improving customer service, (3) cut 
accounting costs by simplifying 

data gathering, (4) limit down-time 
by speeding assistance to trouble 
spots, (5) lower unit-costs by 
expediting production, (6) cut idle 
personnel-time between jobs, 

(7) locate personnel quickly. All 
while: (8) reducing your monthly 
telephone bill. Before you buy any 
intercom send for this revealing 
booklet. 


Liecilone 


Dept E-2, 415 Lexington Ave., N. Y. 17, N. Y. 
Send me your free Executone booklet, at no 
obligation. 


Name 





Company. 
Address 
City. Zone___State. 
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ists,” says Waldo. “We had way too 
many chiefs and no Indians.” 

For example, Buckley, the sales 
vice-president, wanted Nylok to con- 
centrate on large-volume, low-priced 
production rather than the specialty 
items Waldo prefers. Johnson, who 
was engineering vice-president, 
thought more could be done with 
the aircraft and missile markets. His 
proposal to wall off a section of the 
Paramus plant and set up a separate 
sales force was turned down. 

Last fall Johnson told Waldo he 
wanted to go into business for him- 
self. Nylok had already lost a couple 
of key executives to bigger compet- 
itors. So Waldo came up with his 
affiliate plan, which he offered to six 
of his top men in November. 

How plan works. Under the plan, 
an executive can set up a licensee 
company if he can raise at least 
$10,000 from outsiders and can put 
up some money of his own. Nylok, 
which supplies no cash, takes a 
third of the stock as an advance 
against $35,000 in royalties. The 
executive must buy another third 
within five years. The rest he can 
sell as he wishes. 

Nylok leases him equipment; that 
“was what made it so easy for us,” 
says Johnson. After two years he 
can return or buy it, with the rental 
applied to the purchase price. 

It doesn’t bother Waldo that his 
former subordinates will be com- 
peting with the parent company. For 
Nylok actually needs competition. 
Many of its customers insist on mul- 
tiple sources of supply; whenever an 
automobile company or defense con- 
tractor has accepted a major Nylok 
specification, Nylok has had to scurry 
about and round up licensees to 
make the same item. 

Also, Nylok badly needs more pro- 
motional effort to establish its trade- 
mark. “What we need right now,” 
says ‘Waldo, “is sales.” And Nylok 
hasn't the money to do the job it- 
self. 

Even if Nylok had the capital 
for internal expansion, it wouldn’t 
gain much in the way of production 
economies. “This is just a big job 
shop operation,” Waldo explains. 
“The bigger it is the less efficient.” 

The market. Anyway, Waldo be- 
lieves, there is more than enough 
business to go around. Out of more 
than $500-million spent on threaded 
connections in the United States last 
year, 75% to 80% was for what Boots 
refers to as “looseners” rather than 
fasteners. Even of the estimated 
$100-million that went for what 
Waldo terms “so-called self-locking” 
fasteners, Nylok—a relative new- 
comer in the field—and its licensees 
accounted for only about $7-million. 


Boots thinks just about every | 
fastener buyer would switch to self- 
locking ones “if we could just get to 
the engineers who make the draw- 
ings.” 


processes, Nylok’s is the only one, 
Waldo claims, that can be applied 
to a fastener of any shape. That 


makes the potential “practically in- | 


finite. We feel that the more people 
there are selling Nylok fasteners the 
more they will be used.” 

Waldo thinks his affiliate plan is 
just right for Nylok. He wouldn't 
necessarily recommend it to another 
company, though. You have to be 
in a business where a new company 
can get started without much capital 
investment; in Nylok’s field, he says, 
you can set up to make “a lot of 
different products” for $30,000. And 
you have to have people who can 
make a go of it on their own. Waldo 
thinks his “boys” will. “I'm betting 
on them as individuals.” 

Buckley, who is trying out his 
high-volume idea, expects to have 
75 to 100 employees by January. 
Johnson is moving slower. He has 
10 employees, is selling about $15,- 
000 worth of fasteners a month, 
and hopes to hit a gross of $50,000 
to $75,000 by January. None of the 
three new licensees is making a profit 
yet. Johnson says he is close to it 
“except that the break-even point 
keeps sneaking up.” 

The benefits. If the new satellites 
are successes, Nylok will have 
some profitable investments. Waldo 
expects some royalty income: Nylok 
is now collecting about $30,000 a 
month from a somewhat similar 
venture started by its former manu- 
facturers agents in Detroit. At worst, 
Nylok will get added coverage for 
its brand name. 

All this has cost Nylok nothing 
at all—except some men it probably 
would have lost anyway. And in 
some ways Waldo doesn’t seem too 
sorry to be without them. Their de- 
parture gave him a chance to bring 
in new blood, and the new men, he 
reports, are “organization men. They 
can work as a team.” 

For Johnson, Buckley, and Trebil- 
cock the risks are greater. They are 
investing money, time, and effort. 
“I've never worked so hard in my 
life,” Johnson reports. And _ they 
can't go back to Nylok. “I told them,” 
says Waldo grimly, “that this was 
a one-way street.” 

But their rewards are greater, too. 
“If I make something out of this 
company, says Johnson, “the capital 
gains will far outweigh any salary 
I could make. And to have a com- 
pany I control myself means an aw- 
ful lot to me.” End 
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lave Packaging operations of all kinds can be automated “Na 
ary. quickly and economically with simple equipment built 4 
has | around Bellows “Controlled-Air-Power” Devices. This 
15.- | “SPOT-A-MATION IDEA” is typical of the methods used. i 
nth Originally designed to fill and cap paint cans, it has re 
000 been adapted to a variety of packaging operations. ° 
‘oe : Bellows equipment has been used in packing and heat ; 
ft | sealing plastic bags of sauerkraut, filling and capping ‘a 
ie glass pill bottles, and packaging granular material in 
Dit | paperboard containers, to cite a few examples. 
bint In the sketch above, a belt conveyor feeds empty cans 
: onto a Bellows Rotary Table equipped with a special top Another typical applica- 
ites | (#4), causing it to index through the work stations. tion of ar equip- 
ave | After a container has been automatically positioned oa ~<: fine eons an 
Ido under the filling hopper, the piston rod of Bellows Air semi-liquid hiedaiearud 
‘lok Motor #1 retracts, allowing paint to flow into the can. Sugar Beet Products Sa: 
da When a predetermined weight is reached, a limit switch Saginaw, Michigan, 
ilar is tripped and the piston rod advances to cut off the where production was 
na flow. At the next work station, Bellows Air Motors #2 increased 100%. 
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fos } and press it onto the can. At the last station, the filled 
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Contains installation data, wiring dia- 
grams and equipment lists for the filling 
mn, | and capping machine as well as a score of other spot-automation apoli- 
cations of Bellows “Controlled-Air-Power” Devices. Write Dept. BW-861, 
Bellows-Valvair, Akron 9, Ohio. 
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In management 


Annual survey of white-collar workers 
shows slightly higher paychecks this year 


Salaries paid to U.S. office workers held fairly steady 
last year. The 1961 survey of the National Office Man- 
agement Assn. shows a weighted mean weekly salary 
for all types of office workers of $75—up just $2 (2.7%) 
from the 1960 average. This is the smallest year-to-year 
jump shown in the annual NOMA surveys since 1955. 

Over the past 10 years, NOMA notes, fringe benefits 
have risen with salaries. Ninety-seven percent of the 
companies surveyed now provide hospitalization in- 
surance, compared to 84% in 1951; 88% offer group life 
insurance, 4% more than in 1951; and 73% pay retire- 
ment benefits, compared to 57% 10 years ago. There 
has also been a marked change in who pays the pre- 
mium. Now 56% of the retirement plans are noncon- 
tributory, up from 47% in 1951; 41% of the companies 
pay the full life insurance premium, compared to 28% 
in 1951; and 37% foot the whole hospitalization cover- 
age bill, compared to 22% in 1951. 

Just about the only thing that hasn’t been going up 
in the office is the percentage of unionized clerical em- 
ployees. Ten years ago 9% of the offices NOMA sur- 
veyed were partially or fully unionized; now the per- 
centage is 7.3%. 


Chance for top brass to discuss problems 
is aim of new nationwide management groups 


As presidents like to point out, their job is a lonely one. 
Only outside his own organization, says American 
Management Assn. Pres. Lawrence A. Appley, can a 
chief executive “find individuals who share his unique 
problems.” 

Now both AMA and its competitor, the Society for 
the Advancement of Management, are doing something 
to take a bit of the chill off the top. AMA is rounding 
up members for a new Presidents’ Professional Assn. 
(PPA); SAM is about to put its Council of Independent 
Managers (CIM-SAM) on a national basis. 

The two organizations are designed for slightly dif- 
ferent groups. CIM-SAM is pitched at independent 
businessmen who are owner-operators of companies 
big enough to have at least two levels of management. 
PPA membership is open to chief executive officers of 
all types of organizations—educational, political, and 
philanthropic groups as well as companies. But the 
basic aim is the same: to give top brass a chance to let 
their hair down and thresh out problems among their 
peers. 

CIM-SAM got started 2% years ago when a dozen 
or so operators of small businesses who had attended 
a management course at the University of Wisconsin- 
Milwaukee decided to carry on their discussions as a 
chapter of SAM. Now the group, which has 55 mem- 
bers from both manufacturing and service companies, 
is ready to share its “pilot model” experience with yet- 
to-be-formed chapters in other cities. 
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PPA also will go in for informal discussion meetings. 
In addition, it will sponsor courses and research studies 
on top management problems. 


Companies’ donations to higher education may 
pay off in future manpower, study suggests 


Aid to education is one form of corporate philanthropy 
that may offer business a payoff more tangible than 
good will and a sense of virtue. Or so college fund- 
raisers maintain. They say company gifts to educational 
institutions are an investment in future manpower. 
Now the Council for Financial Aid to Education, 
Inc., has come up with some statistical backing for that 
argument. To measure industry’s dependence on higher 
education, the council checked up on the alumni of 
&4 colleges and universities throughout the country. 
Of the 470,882 alumni who could be traced, more than 
40% were employed in business and industry—more 
than in education and the other professions combined. 
There are signs that this sort of appeal to “enlight- 
ened self-interest” is beginning to affect corporate con- 
tribution patterns. Education is overtaking health and 
welfare as the chief recipient of business giving, a 
recent National Industrial Conference Board survey 
indicates. In 1959 education garnered nearly 40% of the 
corporate philanthropic dollars, almost 8% more than 
in 1953. In the same period the share allotted to health 
and welfare declined from more than 50% to about 45%. 


Management briefs 


Another male stronghold will yield to women next year. 
For the first time in the 18-year history of the Harvard 
Business School Advanced Management Program, wo- 
men executives holding top management jobs in busi- 
ness and industry will be allowed to enroll—starting 
with the 13-week session that begins Feb. 18. The num- 
ber of women in such positions today makes the step 
“imperative,” Dean Stanley F. Teele said. 


Four long-time members of Northwestern Mutual Life 
Insurance Co.’s board of trustees retired simultaneously 
last month under a plan designed to eliminate by 1967 
directors who have passed a new retirement age of 72. 
Compulsory retirement for directors, while hardly novel 
elsewhere, is something of a switch in the insurance 
industry, where oldsters abound in both management 
and board rooms. The retirees’ ages ranged from 78 
to 83. 


Opponents of the “stagger system,” whereby only part 
of a company’s directors are elected each year, won a 
victory last week. Inland Steel Co. announced it would 
ask stockholders to O.K. annual election of the whole 
board because, Chmn. Joseph L. Block explained, 
“Those responsible for the conduct of the company’s 
affairs should be subject to annual approval by the 
stockholders.” 
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RAILER TRAIN PIGCYBACK 


... the trains that team Wirth trucks: 


























Regardless of size, there’s a Trailer Train car to handle the job. 

Trailer Train members can ship almost anything piggyback. 

Girders, jeeps, or jellies—you name it, Trailer Train equipment can move it 
safely and swiftly, at surprisingly low cost. 


You should be using Trailer Train Piggyback. Find out why it is widely 
acclaimed by shippers. For complete information regarding piggyback 





and your shipping needs, call any of the member companies listed here. ; 
MEMBERS TRAILER TRAIN PIGGYBACK SERVICE H 
Atlantic Coast Line Gulf, Mobile & Ohio Reading <4 
Baltimore & Ohio Mlinois Central R. F. & P. 
Boston & Maine Kansas City Southern Santa Fe 
Burlington Louisville & Nashville Seaboard Air Line 
Central of Georgia Milwaukee Road Southern BORDER TO BORDER ... COAST TO COAST! P 
Chesapeake & Ohio Missouri-Kansas-Texas Southern Pacific 
Chicago Great Western Missouri Pacific T. P. & W. 
Chicago & North Western Nickel Plate Texas and Pacific 
Cotton Belt Norfolk & Western Union Pacific TRAILER 
DT. &l. Northern Pacific United States Freight TRAIN 
Frisco Pennsylvania Wabash 
Greet Harthern Siantans Sua 6 Penn Center Plaza + Philadelphia 3, Pa. 


All for one—and one for aii! 
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REGIONS 


New business ways in the South 


Businessmen find they must adjust to new pressures 
from Negroes, white extremists, and the federal government. 
It’s not an easy adjustment, but they’re making it 


For generations, the businessman in 
the South has been obliged to set his 
buying, his marketing, and his hiring 
policies according to racial rules, 
written or unwritten. Today he finds 
himself an involuntary and some- 
times confused principal in the 
forced change of a way of life. 

Events of the last half-dozen years 
have knocked the props out from 
under the old socio-economic struc- 
ture; new guideposts must be sought 
in a maelstrom of deeply ingrained 
local laws and customs, new govern- 
ment edicts, picket signs, mob pres- 
sures on both sides. 

The businessman in the South, and 
the businessman elsewhere who is 
thinking of operating there, must bal- 
ance these old and new factors more 
delicately than ever, even though 
this kind of statesmanship is outside 
the training and experience of most 
businessmen. 

Who's affected? A Business Week 
survey of business opinion through- 
out the South underscores the new 
urgency of the racial problem as it 
affects retailers (who are under boy- 


cott and sit-in pressures) and gov- 
ernment contractors (who come un- 
der Pres. Kennedy’s executive order 
not to discriminate ). 

These two businesses account for 
much the greatest volume of dollars 
at stake in the integration struggle, 
but others are equally well known. 
Bus terminals have been beset by the 
Freedom Riders and their white- 
supremacy adversaries. Builders have 
little doubt that the Administration 
will try to carry out a campaign 
pledge to end discrimination in hous- 
ing built with FHA or VA mort- 
gages. 

Spotty gains. Since 1954, when 
the Supreme Court threw out state 
laws requiring school segregation, 
Negroes have made their greatest 
progress in nearly a century. How- 
ever, the Business Week survey con- 
tains reminders that their gains are 
far from uniform through the South. 

So far, school desegration has 
been little more than a token in 
most places where it has been put 
into effect, and there are still whole 
states where there isn’t any of it 





at all. In many factories and offices, 
in state and local governments, Ne- 
groes are employed only for the un- 
skilled and undesirable work that has 
been theirs by tradition. Many eating 
places are still closed to them. 
Both the pressures and the resist- 
ance to change are _ increasingly 
great, business people and _ local 
officials told Business Week report- 
ers. And there are some signs that, 
in a business world where old guide- 
posts have been torn down, some 
businessmen actually welcome the 
new ones that the federal govern- 
ment and the courts are putting up. 
“I don’t like federal government 
pressure,” says a retailer, “but in this 
case it’s necessary to speed things 
up. When people can hide behind 


the government, not taking the 
blame _ themselves, they will do 
things.” 


I. Negroes as customers 


_ No businessmen in the South have 
felt the forces of change more in- 
tensely than the merchants. From the 


Atlanta’s first Negro bus driver, one of two who completed training this week, is John Babb, former maintenance man 
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Granite City Steel is closer to the majority 
of steel buyers in its market area than any 
other major steel producer 


In miles and minutes, you can measure some of the advantages of doing business 
with Granite City Steel. Faster delivery because Granite City is closer to your plant. 
Your order moves out fast by rail, truck or barge. Eight sales offices throughout 
the Midwest, South and Southwest assure you personal attention—from men who 
know their business and understand yours. May we serve you? 
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GRANITE CITY STEEL COMPANY—HOME OFFICE: Granite City, Illinois e SALES OFFICES: Dallas * Memphis @ Kansas City 
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MONSANTO RESEARCH... 
Skydrol®. .. just one of many contri- 
butions to air and space flight from 
Monsanto research. Here are a few more: 


Keeping tactical missiles on target: 
Fluid OS-45-IV is the code name for one 
of Monsanto’s family of airborne 
hydraulic fluids. Chemically created to 
operate the hydraulic guidance mecha- 
nisms of defense missiles, OS-45-IV trans- 
fers power under extreme cold or intense 
heat, adds the all-important factor of 
reliability to the U. S. arsenal of missiles. 


Jamming enemy radar: Monsanto 
Coolanol® fluids are coolant-dielectrics 
for controlling the temperature of ‘“‘pack- 
aged” electronic units. For example, in 
electronic countermeasures equipment, 
these fluids carry away and dissipate the 
heat of powerful radar circuits that 
“blind”? enemy search radar. The precise 
temperature control of these units is para- 
mount in their reliable operation. 
Adding speed and lift to new jetliner: 
New structural plastics from Monsanto 
are used in the new Boeing 720. Large 
wing components, formed from laminates 
of glass fiber, epoxy and polyester resins, 
extend from the fuselage to give the 720 
extra speed and lift. 


Resisting Polaris’ fierce flame: Resinox® 
SC-10-13, a Monsanto-developed phenolic 
resin, plays an important role in Polaris 
missile firings. Because it can withstand 
exceptionally high temperatures, this re- 
markable new material forms part of the 
flame baffles of this potent missile. 


You are invited 
to work with 
Monsanto on 
your material 
needs in any 
of these fields : 
of technology. i 


MONSANTO CHEMICAL COMPANY 


St. Louis 66, Missouri 
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dime store and the drug store on the 
corner to the great department store 
in the heart of the city, they 
have been picketed and boycotted, 
invaded by demonstrators, and 
shunned by peaceable folk. 

In many Southern stores, Ne- 
groes long have been able to try 
on clothing yet were required to 
use separate drinking fountains and 
restrooms and were not served at 
lunch counters. Their recent and con- 
tinuing demand is that, if the stores 
want them at all as customers, they 
shovld be allowed to buy anything, 
including food service. 

Damned either way. Stores were 
caught in the middle on this issue. 
If they gave in to the Negroes, they 
risked violence from white extremists 
and loss of patronage from other 
white customers; if they stood pat, 
they antagonized Negroes, perhaps 
brought on Negro boycotts. 

The economic consequences either 
way were hard to measure. Reaction 
of white people to desegregation in 
stores, wherever it has happened, has 
been calm. “A few people wrote 
angry letters and closed charge ac- 
counts, but not many,” says a Hous- 
ton retailer. But a Nashville mer- 
chant suggests: “The whites may 
accept desegregation as morally 
right, but they won't partake of it. 
They are silently shopping suburban 
more.” 

Where Negroes resorted to boy- 
cotts, an occasional statistic is obtain- 
able. One large downtown depart- 
ment store that was _ boycotted 
estimated that it lost a substantial 
part of its Negro business, which was 
about 6% of total volume. Losses of 
lower-priced stores, which rely far 
more on Negro trade, were higher. 

Different reactions. Response of 
stores to Negro demands has varied, 
usually according to how the retail- 
ers interpreted community feeling. 

In Memphis, for example, a drug 
store and two department stores hit 
by sit-ins closed their food counters 
entirely. On the other hand, in Nash- 
ville, in the same state, stores that 
were boycotted by Negroes last year 
opened their lunch counters to 
Negroes; recently, they opened their 
more expensive dining rooms, though 
few Negroes patronize these. 

In Dallas and Houston, news- 
papers and radio stations refrained 
from publicizing sit-in demonstra- 
tions in their own cities while de- 
segregation was quietly worked out 
and put into effect (last week in 
Dallas, desegregation of 10 eating 
places was extended to another 30). 
In Atlanta, merchants 
Negro leaders last fall to call off 
demonstration on the promise that 
eating facilities will be desegregated 


persuaded. 


next September, after the first Negro 
children are admitted to “white” 
schools in the city. 

Everywhere, though, businessmen 
recognize that the lunch counter 
episode has been only the beginning. 
Says one of the South’s leading de- 
partment store men, still smarting 
under sit-in demonstrations 
years of what he considered good 
service to Negroes: “After this eating 
thing has settled down, we're going 
to have more upheaval. It’s a social 
revolution, and we can't have it pain- 
lessly.” 


Il. Negroes as employees 


The next heavy pressure on busi- 
nessmen will be in employment 
practices, the area in which Southern 
Negroes have made the _ slowest 
pean. It isn’t that Negroes have 

een restricted to picking cotton and 
sweeping streets. Some work in 
factories and make good wages. 
What they complain about is that 
such jobs are (1) the hot, dirty, 
noisy jobs that white men don’t want 
or (2) restricted to all-Negro plants 
or segregated production lines. They 
want freedom to obtain every kind 
of job and assurance of a fair chance 
at promotion. 

In March, Pres. Kennedy issued 
an order (BW—Mar.11’61,p120) that 
puts teeth in the long-standing 
prohibition against discrimination in 
jobs by companies that sell to the 
federal government. By this week, 
the President’s Committee on Equal 
Employment Opportunity, estab- 
lished by the order, had received 
190 complaints of discrimination on 
government contracts, had dismissed 
four, and had “adjusted satisfac- 
torily” 33 of the complaints. 

Most publicized of the 33 settle- 
ments was the one with Lockheed 
Aircraft Corp. (BW—Jun.361,p23). 
The complaint dealt with alleged dis- 
crimination in the Marietta (Ga.) 
plant, where $1-billion worth of 
transport planes were to be built. 
Eight other large contractors have 
signed similar agreements. 

Voluntary action. Until the federal 
government put the heat on, such 
desegregation as there was in em- 
ployment in the South was volun- 
tarily effected by companies as part 
of national policy or negotiated with 
national union officials, often with 
bitter resistance from local unions. 

More companies lately have been 
breaking the color barrier rather 
than wait for the handwriting to ap- 
pear on the wall. The training of two 
Negro bus drivers by the Atlanta 
Transit System (picture, page 56) is 
an example. But these are only two 
of the company’s 38 Negro workers 
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Technical service 
from Enjay means 


big savings for you... 


| 


PROCESSING PROBLEMS: Using the 
latest commercial equipment, Enjay 
can duplicate actual factory condi- 
tions in most chemical and polymer 
fields, In the new plastics wing at 
Enjay Labs, for example, are injec- 
tion molders, extruders, water bath 
and chill roll machines. 


COST REDUCTION: For one customer, 
Enjay proved that ditridecy] phthal- 
ate performs efficiently as a plasti- 
cizer of 90°C vinyl wire insulation. 
Result? Important savings for wire 
manufacturers. 


TEST FACILITIES: A room full of test 
engines in operation at the Enjay 
Labs, for example, furnishes oil 
marketers with a wealth of techni- 
cal data needed to perfect better 
fuels and lubricants. 


FIELD SERVICE: Enjay sales offices 
across the country are staffed by 
trained and experienced field men, 
highly qualified in both technical 
and marketing matters. 


ELECTRONIC SPEED: By means of 
high-speed electronic data-process- 
ing, Enjay often solves difficult com- 
pounding problems soon after the 
questions are raised. 


LOOK FIRST TO ENJAY: If your com- 
pany uses chemicals, rubber, plastics 
or petroleum additives, Enjay tech- 
nical service can help improve your 
profit picture. Let us prove it. 


ENJAY CHEMICAL COMPANY 


A DIVISION OF HUMBLE OIL & REFINING COMPANY 
ENE Se EE 
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and, Pres. Robert L. Sommerville 
points out, it has taken the company 
a year to get just this far. Sommer- 
ville first had to convince the union 
and the 800 white drivers. 

Some companies think, as one 
North Carolina manufacturer does, 
that it is easier to get white-collar 
employees to accept Negro col- 
leagues than to persuade the men 
in the shop. Texas Instruments, Inc. 
in Dallas has hired a Negro secre- 
tary, and Reynolds Metals Co. in 
Richmond has Negro clerical help. 

Leading role. It may be, too, as 
Southerners will argue, that em- 
ployment opportunities for Negroes 
tend to be better among Southern- 
based companies than among South- 
ern branches-of national companies. 
A local company may know better 
what it can do within the limits of 
community opinion; a Northern com- 
pany may lean over backward to 
avoid arousing latent local hostility. 

Employers, whether Southern or 
Northern, like to stay with the pack 
when liberalizing employment pol- 
icies. “This is a movement that can’t 
be done by one company,” a Georgia 
chemical executive says. But one 
action leads to another; when Som- 
merville in Atlanta announced that 
he was upgrading two Negroes to 
bus driving, he says, several other 
businessmen in the city wanted to 
find out how he was doing it. 

Skilled labor shortage. Once a 
Southern employer gets past the 
obstacles of white workers’ threats to 
quit (they rarely do quit) and of 
community protests, he finds his plan 
to put Negroes in skilled jobs some- 
what handicapped by a shortage of 
trained Negroes. 

After decades of inadequate 
schooling, thwarted ambitions, and 
scarcity of job opportunities off the 
farm, Negro leaders concede, there 
arent anywhere nearly enough 
graduates of Negro colleges and 
technical schools to fill the jobs that 
the President’s order theoretically 
makes available to them. And many 
of the skilled Negroes that the South 
does produce want to go to other 
parts of the country. 


iil. The lure to industry 


All through the accelerated drive 
by Negroes for civil rights in the 
South, state and community indus- 
trial promoters have been trying to 
attract new plants, warehouses, and 
offices. They say the turmoil hasn't 
discouraged such ventures. 

If investment in the South has de- 
clined since 1954, they say it is be- 
cause investment was off nationally 
or because businessmen found their 
new facilities in the South had tem- 


porarily caught up with need. They 
insist at least that no prospect has 
cited the racial tension as a reason 
for not coming into the South— 
whatever the real reason may have 
been. In some cases, they say, a com- 
pany may have steered away from a 
trouble area but built its plant else- 
where in the South. 

Must be considered. The rush of 
events, especially the Kennedy order 
on government contracts, is bound 
to be taken into account by any 
company that’s planning to set up 
a plant in the South. In Atlanta re- 
cently, Chmn. Lucius D. Clay of 
Continental Can Co., himself a 
native of nearby Marietta, described 
the dilemma: “None of us wants to 
locate in areas where there is a 
serious risk of conflict between local 
custom and federal law. We need 
the goodwill of the community, yet 
we must obey the law.” 

To local leaders who want to 
attract new payrolls, the avoidance 
of conflict is equally important. In 
Atlanta and Dallas, for example, 
school desegregation is scheduled for 
September, and business leaders are 
working hard to preserve calm. 

The Atlanta business group that 
made the agreement with Negro 
leaders to integrate their eating fa- 
cilities at the same time as school 
desegregation is also working to 
keep City Hall in the hands of mod- 
erates. The group is backing Ivan 
Allen, Jr., an office supply retailer, 
against segregationist Lester Mad- 
dox and others in the Democratic 
primary Sept. 13 and city election 
Dec. 6 to decide a successor to the 
retiring longtime mayor, William B. 
Hartsfield, a moderate. 

In Dallas, Pres. C. A. Tatum of 
Dallas Power & Light Co. heads a 
community group that is distributing 
handbills and pay-envelope stuffers 
urging peaceful acceptance of school 
desegregation. The group is also 
showing a movie of damaging race 
riots in other cities. 

Still touchy. But the peacemaker’s 
job is not easy. Tension is high, and 
feeling can flare up even in a city 
so harmonious as Atlanta. Just when 
attention was focused on the school 
question, a newspaper reported that 
a Negro convention delegate from 
Pennsylvania was staying at the 
Dinkler-Plaza Hotel. The question 
is so touchy that the hotel felt 
obliged to rush a denial. 

In such circumstances, about the 
best a businessman can do is stay 
alert, many Southern executives say. 
“We're living in changing times,” 
says the owner of a Southern super- 
market chain. “The Negroes aren't 
afraid anymore. A businessman has 
to understand this.” End 
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New U.S. try in Latin America 


In launching Alliance for Progress to speed economic 
development for its southern neighbors, U. S. is more willing to 
accept government planning. But job is still formidable 


“Omar Moya is a 19-year-old bus 
boy at the El Colonial bar here,” 
wrote a Business Week correspond- 
ent in Buenos Aires this week. “He 
earns less than $40 a month for a 48- 
hr. week, with which he is far from 
satisfied. He is especially anxious to 
have some education and has taught 
himself a few things, including sev- 
eral phrases in English. But he can’t 
afford the time or money for proper 
schooling. What, then, can be done 
for the Omars of Latin America, who 
want to learn English but, because 
the Communists are moving faster 
than we are, could end up speaking 
Russian—with a Cuban accent?” 

Critical meeting. In Punta del 
Este, a resort near Montevideo, Uru- 
guay, high-level officials from the 
American republics this week will be- 
gin the search for the means to fulfill 
Omar's aspirations. They will look 
for alternatives to the extreme and 
sometimes violent Soviet and Cuban 
method of economic development, in 
which Latin American intellectuals, 
the middle class, and labor and peas- 
ant leaders recently have been show- 
ing profound interest because it 
promises quick and demonstrable 
results. 

This meeting of the Inter-Amer- 
ican Economic & Social Council 
(I[A-ECOSOC), which Treasury 
Secy. Douglas Dillon will attend, 
most likely will produce a “charter” 
or an “act” that will be the constitu- 
tional document for Pres. Kennedy’s 
Alliance for Progress. 

Over-all plan. Among its main ar- 
ticles for Latin American economic 
development will be: 

* A mechanism to plan and guide 
public and private investment in var- 
ious economic and social areas. It 
will call for immediate, medium- 
term, and long-term plans for devel- 
opment within each country. 

« A plan to assist and speed eco- 
nomic integration through the Latin- 
American Free Trade Assn. and the 
Central American Common Market. 

* A plan to help stabilize the price 
of commodity exports. Coffee will re- 
ceive the most attention. 

« A promise from Latin Americans 
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to undertake reforms in land tenure 
and taxation, where prevailing prac- 
tices are a drag on economic prog- 
ress. 

The goal of these and other meas- 
ures is to raise the economic growth 
rate in Latin America from 2.5% of 
gross national product to 5% or 
more. With population expanding at 
an average of 2.5% a year, per capita 
economic growth has come almost to 
a standstill. A 5% growth rate is the 
minimum necessary to bring about 
an appreciable gain in living stand- 
ards and to accumulate sufficient 
capital for further growth. 


1. Size of the job 


Estimates of what this effort will 
cost vary widely. Some say it will 
take an annual investment of 30% 
of GNP, which means $18-million a 
year. (By contrast, current invest- 
ment in the U.S. is about 14% of 
GNP.) Others say it will take less 
because several segments of most na- 
tional economies are already in a 
strong stage of development. 

U.S. role. The function of the 
U.S., within the Alliance, will be to 
help finance development, especially 
in covering the foreign exchange 
gap. Washington is not prepared to 
say exactly what the U.S. share will 
be, because it depends on how much 
Congress will appropriate in foreign 
aid, on whether the Administration’s 
request to set up a revolving fund to 
finance foreign assistance goes 
through Congress, and on the sound- 
ness of the plans the Latin Amer- 
icans propose. 

Total U.S. capital flowing to Latin 
America this year, including private 
investment, will run over $1-billion. 
For the next 10 years, that most 
likely will be the minimum that will 
go from the U.S. to Latin America 
annually. The Latin Americans will 
be pushing for more; the figure most 
frequently mentioned is $30-billion 
in 10 years. 

Obstacles. The heart of the mat- 
ter, however, is the willingness and 
capability of the Latin Americans to 
(1) make necessary reforms and (2) 


make competent use of both domes- 
tic and foreign resources. 

Most authorities on Latin Amer- 
ica agree that, with a few exceptions, 
the system of landowning and cullti- 
vation and the tax laws and their en- 
forcement are archaic and are defi- 
nite obstacles to the evolution of a 
modern industrial society. 

They also agree that there’s little 
chance that change in these areas 
can come from the outside and that, 
without proper reforms, foreign aid 
will not help and may even aggravate 
the situation. 

Non-intervention. The use of funds, 
especially U.S. foreign aid, may turn 
out to be the stickiest question within 
the Alliance. Since the 1930s, a creed 
of “non-intervention” has flourished 
in Latin America as a protest to U.S. 
political and military involvement in 
its affairs. Today, in the Latin view, 
non-intervention also covers eco- 
nomic matters. Yet, the U.S. wants to 
know what a Latin American country 
is doing to mobilize its own resources 
and what it intends to do with U.S. 
assistance before such help is forth- 
coming. Many Latin Americans, in 
contrast, will be asking for funds 
with no strings attached. 

Possible compromise. A compro- 
mise to avoid a head-on collision over 
this point appears to be in the mak- 
ing. A Standing Committee on De- 
velopment Plans, which will be re- 
sponsible to IA-ECOSOC, would 
have the task of evaluating and co- 
ordinating the plans. Latin American 
economic experts would comprise 
the majority of the committee. 


Il. The basic problem 


Most Latin American nations to- 
day have higher per capita incomes 
than most nations in the Middle 
East, Africa, and Asia. But their 
economies have developed unevenly, 
with a great disparity between the 
haves and the have-nots. 

Sharp contrasts. A quick look 
around the region is enough to point 
this up. Mexico City, Rio de Janeiro, 
and Lima are among the world’s 
truly beautiful cities. Yet each, along 
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Mexico 







Mexico's efforts to 
complete land reform 


with other major Latin American 
cities, has ugly slums. There are 
modern industrial complexes and 
thriving middle classes in Mexico, 
Brazil, Argentina, and Chile. But 
much agricultural production is car- 
ried on with primitive methods. 

The reasons for the lack of eco- 
nomic progress go back to the days 
of colonization. The settlers of North 
America were refugees who came to 
build a new life for themselves, but 
the Spanish and Portuguese conquer- 
ors of Latin America came to make 
a fortune and then go home. Those 
who did stay imposed their aristo- 
cratic ways on the colonized country. 

During the early 19th Century, 
the descendants of the Europeans 
threw off the rule of Spain and Por- 
tugal. But these were not popular 
revolutions, and the new rulers re- 
tained the stratified social order. 

Later in the 19th Century, the 
industrial revolution in Western Eu- 
rope and North America, with its 
concurrent social revolution, by- 
passed Latin America. The so-called 
revolutions that persisted through 
the 19th and into the 20th Century in 
Latin America were, for the most 
part, little more than changes of the 
guard among the articulate, ruling 
elite. 

Land-based society. Thus devel- 
oped a society whose pattern still 
holds today in most of Latin Amer- 
ica. The social, political, and eco- 
nomic structure is based on a land- 
holding aristocracy that wields all 
the important power in the nation. 

At mid-20th Century, an estimated 
10% of the region’s landowners held 
88% of the land. Few landowners in 
Latin America have paid much at- 
tention to productivity. As a result, 
food production in many areas has 
lagged far behind the increase in 
population. 

The social values that have arisen 
from this situation hold manual labor 
in low esteem. The landowners look 
upon the existence of a class of im- 
poverished peasants to work the land 
as natural and necessary. Education 
is also considered fit only for the 
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Economic ferment 


in Latin America 


From Mexico to Argentina, the 
countries to our south are trying 
to cure a variety of economic 
headaches. The cure may come 
faster now that the U.S. plans 
to pour in some $10-billion 

in aid during the next decade 
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FRESH STYLING APPROACH TO ACOUSTICAL CEILINGS 


Here’s exciting news about a new approach to the design of sus- 
pended acoustical ceilings. It’s the G-B.Ultracoustic® Fiber Glass 
Ceiling Board line, featuring 6 three-dimensional patterns to 
compliment a variety of decors. Sculptured surfaces may be ac- 
centuated or subdued depending on the lighting system used. 
All G-B Ultracoustic Ceiling Boards have outstanding acoustical 
characteristics and are rated Class A, incombustible. WRITE FOR 
A FULLY-ILLUSTRATED G-B ULTRACOUSTIC BROCHURE TODAY. 


(HUST BAGON 24.4 gb 


208 W. 10th St., Kansas City, Me. 
Thermal and acoustical insulations Automotive products ¢ Railroad products 
Pipe couplings and fittings 
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children of the wealthy. Mass educa- 
tion, until recently, wasn’t given 
much thought. 

Because the landowners exert most 
of the power, taxation on their hold- 
ings has been kept low. And what 
taxation there is, is often notoriously 
evaded. As industrial pockets began 
to develop, many of the social values 
of the land-based society carried 
over. Profit margins tend to be dis- 
proportionately high, corruption is 
flagrant in business and government, 
tax laws play favorites. 

Lack of investment. For those with 
large incomes, speculation, especially 
in real estate, is preferred to produc- 
tive investment. Many stash away 
their cash in Swiss banks—estimates 
of Latin American capital on deposit 
abroad run to $10-billion. 

Paternalism has long been a part 
of this stratified society, both in gov- 
ernment and private affairs. It shows 
up in the reliance on “el patron” 
or “el caudillo” and the dictator. 

Waves of protest. The revolt 
against this social order began with 
the Mexican Revolution in 1910. In 
the 1940s, Peron and Vargas led so- 
cial reform movements in Argentina 
and Brazil, respectively, that drew 
strength from the working classes. 
However, Peron mismanaged the Ar- 
gentine economy and Vargas’ re- 
forms were fairly ineffectual. 

During the 1950s, many Latin 
American nations got rid of the dic- 
tators and replaced them with mod- 
erate leaders. But these leaders have 
been unable, for the most part, to 
foster real economic development 
because they lack full support. 

Enter Castro. Then along came 
Fidel Castro in Cuba and fired the 
imaginations of Latin Americans as 
few have done before. Despite his 
dictatorial methods Castro has per- 
suaded many Latin Americans that 
their social and economic position 
can be improved rapidly. 

The only question is which way 
they will do it—by evolutionary 
means that allow for political liberty 
or radical means that rely on totali- 
tarian control. 


lil. Latin philosophy 


A distinct style of Latin American 
economic policy seems to be evolv- 
ing, although actual practice varies 
markedly from country to country. 
The common denominator is heavy 
reliance on government for direction 
and impetus in the attempt to speed 
economic development. 

Largely responsible for the devel- 
opment of this type of economic 
thinking in Latin America is the Eco- 
nomic Commission for Latin Amer- 
ica (ECLA), an affiliate of the United 
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low-cost beauty 


Truscon, a pioneer in the prefabricated steel building 
industry since 1916, can show you a beautiful way to 
save money with the new, versatile, colorful, eye-pleas- 
ing TRUSSPAN Building. Size can vary, design can vary 
—virtually unlimited—but this steel building takes 
standard Truscon production-line components used 
and proved in construction for decades. We have 
designed the most practical, lowest cost, trouble-free 
building with amazing architectural possibilities. 
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REPUBLIC STEEL 
TRUSCON DIVISION 


Youngstown 1, Ohio 


Strong, Modern, Dependable 65 


that goes up fast! 


The structural framing for a 60’0” x 80’0” TrussPAN 
Building can be erected in less than a day, including 
unloading time. TruSSPAN simplified design gives you 
built-in, fastest possible erection. You can put this 
building where you want it, when you want it, as big 
or as little as you want it, with or without our financial 
plan—at an unbeatable cost! Send today for full infor- 
mation on how to build and save with Truscon’s 
new TRUSSPAN Building. 


REPUBLIC STEEL CORPORATION 
TRUSCON DIVISION + DEPT. A-2275-A 
1076 ALBERT STREET - YOUNGSTOWN 1, OHIO 


Please send me additional information on your new TRUSSPAN 
Building 

Name Title 

Firm 
Address 
City. 
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1. This propeller’s epoxy- 
laminate spinner-de-icer was 
adopted to: 


(a) cut wind resistance 


(b) withstand temperature 
stress-cracking 


(c) embody heating coils 


How well do you know 
epoxy plastics? 


(The answers may suggest profit possibilities for you) 


Tt bd 
— é 
2. Her steel decks are 
coated with epoxy to: P 
(a) provide a non-skid ' - 


surface 
(b) reduce maintenance 


(c) withstand sun, 
temperature changes, 


and salt water 
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3. This motor can run 
immersed in water 
because epoxy: 


(a) embeds its coils 
(b) coats its housing 


(c) seals its bearings 
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ANSWERS 1. (b) and (c). Despite rapid temperature changes, it far 


outlasts metal, saving replacement cost and time. 


2. (a), (b), and (c). Check them all. Most important — epoxy 
coatings protect against corrosion. 


3. (a) Embeds its coils in a hard plastic block that insulates, protects 
against physical and chemical damage, lets motor run cooler. 


If you have questions — about plastics and their potential for your business — 
please ask us. We'll be glad to answer your questions on the uses of BAKELITE® 
epoxies, polyethylenes, phenolics, styrenes, and vinyls. Just write or call any of 
our offices or write Dept. 
JV-19H, Union CarbidePlastics 
Company, 270 Park Avenue, 
New York 17, New York. 








Peo PLASTICS 





BaKELITE and Union Carsibe are registered trade marks of Union Carbide Corporation. 
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Nations. The commission’s foremost 
spokesman is Raul Prebisch, who is 
a leading candidate for the chair- 
manship of the Standing Committee 
to be set up at the Montevideo 
meeting. 

National planning. In brief, the 
ECLA philosophy for economic de- 
velopment calls for a national gov- 
ernment to establish a planning or- 
ganization that surveys the economy, 
prepares guides for expenditures and 
investment, and recommends legis- 
lation and regulations to encourage 
actions it thinks will benefit the 
economy. Where private capital is 
not available, participation by gov- 
ernment in commercial and indus- 
trial ventures is advocated. 

A number of Latin American na- 
tions have begun planning of this 
sort, some more comprehensively 
than others. Chile, for instance, is 
about to undertake a development 
program that touches most segments 
of the economy. Other countries have 
started agrarian reform projects, at- 
tempted tax reform, set up govern- 
ment development banks. 

But the ECLA philosophy, in es- 
sence, calls for overcoming some of 
the deeply ingrained traits and 
habits of society and is not easily 
accepted by the upper classes. Much 
has been put down on paper, some 
has been tried, but little has been 
successful so far. 

Changing U.S. view. Until re- 
cently, Washington criticized the 
large role that Latin American gov- 
ernments were playing in their na- 
tional. economies. In the U.S. view, 
private enterprise should be left 
alone to build the economies. 

After Castro came to power in 
1959, and met with such success in 
stirring up anti-U. S. feelings in Latin 
America, Washington’s views about 
Latin American policy, including the 
stress on private ventures, came un- 
der review. 

The inter-American conference at 
Bogota, Colombia, in 1960 marked 
the turning point, when the U.S. 
promised to establish a $500-million 
economic and social development 
fund. The Alliance for Progress and 
its acceptance of the role of govern- 
ment planning in Latin American 
economies is the culmination of this 
trend. 

Business reaction. U.S. business- 
men with interests in Latin America 
draw a careful distinction between 
government planning and govern- 
ment participation in the Latin econ- 
omies. Many do not object to the 
sige sg setting out the guide- 
ines. But they look askance at gov- 
ernment participation, with capital 
and management, in areas where 
private capital can do the job. End 
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Britain decides 


to throw in 


its lot with EEC 


The move would strengthen Western Europe 


economically, but Britain faces 


lengthy talks before anything is final 


Prime Minister Harold Macmillan 
pushed the British toward a historic 
break with tradition this week by 
announcing that Britain will apply 
for membership in the bustling, 
prosperous European Economic 
Community (EEC). 

Macmillan’s words threw Parlia- 
ment into an uproar, as opposition 
flared from elements in both the 
Tory and Labor parties. Neverthe- 
less, the Prime Minister expected 
victory at midweek when the House 
of Commons votes on his decision. 

Paris is cool. His real test lies in 
future negotiations with the six EEC 
nations—particularly with France. 
While reaction to Macmillan’s an- 
nouncement was enthusiastic in 
West Germany, Italy, Belgium, the 
Netherlands, and Luxembourg, the 
French greeted the news coolly. 
Paris wants a strong EEC, politi- 
cally as well as economically; it sees 
Britain as a diluting element. 

Even if all goes smoothly, the talks 
are expected to last at least one year. 
A perhaps optimistic target date for 
entry into the EEC is Jan. 1, 1963. 

A British merger with EEC would 
have far-reaching impact (BW— 
May13'61,p40). By throwing in with 
the Continent, Britain will be aban- 
doning its exclusive trading ties with 
the Commonwealth and the Euro- 
pean Free Trade Assn. (EFTA), 
EEC’s seven-nation rival. It also will 
help fulfill the vision of a strong 
united Western Europe, including 
the British Isles, that many Euro- 
peans had after World War II. 

In Washington’s view, the advan- 
tages for the U.S. in this arrange- 
ment will outweigh the possible 
disadvantage of more discrimination 
against U.S. exports to Europe. An 
economically united Europe, includ- 
ing Britain, would end rivalries aris- 
ing from the current split between 
EEC and EFTA, stimulate faster 
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growth, and presage a stronger At- 
lantic Community. 

Opposition from extremists. Brit- 
ish opposition to the plan comes 
mainly from the extreme right of the 
Conservative Party and the extreme 
left of the Labor Party, although in 
the background there is a chorus of 
tut-tuts from many Britons reminded 
again that the Empire days are gone. 
The Tory opposition sees possible 
impairment of British sovereignty 
and betrayal of the Commonwealth. 
From the far left of Labor come 
warnings against intertwining Brit- 
ain’s destiny with that of the “reac- 
tionary’ Continentals. 

The prevailing view, however, is 
that entry into the EEC is inevitable 
for Britain if it is to rid itself of its 
chronic economic problems. In the 
main, even Labor members voice this 
view, at least privately—and with 
some reservations. 

The main obstacles in Britain’s 
path to merging with Europe are the 
same as always—the implications for 
the Commonwealth, British farmers, 
and EFTA (in which Britain has 
been the leading force). 

Nearly all Commonwealth mem- 
bers take a nervous view of Mac- 
millan’s plan, with Canada, New 
Zealand, and Australia in staunchest 
opposition to any compromise with 
EEC that would not compensate for 
their current favored position in the 
British market. British farmers are 
fearful of European food surpluses. 

The effect on EFTA. What will 
happen to EFTA may be no prob- 
lem at all. Denmark and Norway are 
expected to follow the British lead 
into the EEC; the neutrals—Sweden, 
Austria, Switzerland—will try for a 
nonpolitical association; Portugal is 
undecided. 

Deeply disturbing to many Britons 
is the French propensity to push for 
some kind of political as well as eco- 














London Evening Standard 


. . . Ah. I hear you want to join our club and play for 
Europe, after all . 
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nomic unity among the West Euro- 
peans. The British will have none of 
this, or of anything else that smacks 
of Pres. Charles de Gaulle’s concept 
of a “third force” in Europe outside 
the Atlantic Alliance. On this score, 
both West Germany and the Nether- 
lands are sympathetic with Britain. 

Macmillan’s demands. Macmillan 
emphasized that Britain will demand 
in negotiations satisfactory arrange- 
ments “to meet the special needs of 
the United Kingdom, of the Com- 
monwealth, and of the European 
Free Trade Assn.” The prime minis- 
ter is planning to visit de Gaulle, his 
greatest obstacle, in late summer. 
Macmillan already has indicated that 
he will warn de Gaulle of “major 
changes” in Britain’s foreign policy if 
negotiations with the EEC fail. 

De Gaulle’s key position. It’s hard 
to say how difficult de Gaulle will be 
in handling the British bid. He 
knows that he is in a key position, 
that without his consent there can be 
no negotiations at all. De Gaulle also 
is aware that with Britain in, his 
earlier hope of utilizing the EEC as 
an economic base for a European 
third force has little chance. Further- 
more, London—unlike Bonn—won’t 
be willing to recognize unofficially 
France’s leadership of the EEC bloc. 

Thus, de Gaulle is sure to seek a 
high price for going along with Brit- 
ish membership in the EEC. He un- 
doubtedly will disclose it in his meet- 
ing with Macmillan. 

Some observers say, however, that 
de Gaulle doesn’t have the strength 
to blackball London so long as Brit- 
ish entry demands are reasonable. 
With other EEC members, particu- 
larly the West Germans and the 
Dutch, eager to see Britain in the 
group, de Gaulle could reject moder- 
ate British requests only at the risk 
of grave dissension within the trad- 
ing bloc. End 
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Familiar sight in the port of New York is Cunard’s Queen Mary (above) and her 
sister ships. Now, through its recently acquired airline (right), the big ship com- 
pany is planning to carry passengers across the North Atlantic by air. 


Veteran sea hand 
moves into air lanes 


Cunard Steam-Ship Co., whose ships dominate the North 
Atlantic, now is ready to grab for transatlantic air 
traffic. To succeed, it may have to shed some of its stateliness. 


“FINSBURY PARK STN 


PLAZA 





Like a Rolls-Royce limousine and 
the Bank of England, Cunard Steam- 
Ship Co., Ltd., (cover and pictures) 
is a British institution—dignified, 
stately, conservative, and mysterious 
in the efficiency of its inner workings. 
But unlike them, it must now change 
its image. 

It is moving into the airline busi- 
ness on an old route it knows so 
well—the North Atlantic. Though 
self-assured at sea level, Cunard will 
meet hardy competition in the air. 

In its coming fight for air pas- 
sengers, stateliness and conservatism 
won't be the best weapons. 

Secretiveness. Cunard keeps its 
gross volume a secret even from many 
of its own officers. “I’m sorry I can't 
help you out, ” said one this week. 
“I don’t know and I don’t want to 
know. It’s really none of my busi- 
ness.” The company’s assets, how- 





Cunard chairman, Sir John Brockle- 
bank, is confident company’s new air- 
line route won't cut into its sea traffic. 
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ever, total $225.7-million. Including 
subsidiaries, its 79 ships have a total 
gross registered tonnage of 912,000 
tons. 

Of all British companies with op- 
erations in this country, Cunard is 
one of the most familiar. Its fleet 
of 10 black-and-red-funneled passen- 
ger ships, led by the Queen Eliza- 
beth and Queen Mary, has long dom- 
inated the North Atlantic. Last year 
the company carried almost 24% of 
the 866,000 passengers who went 
by ship. Few travel advertising 
slogans have ever topped Cunard’s, 
“Getting there is half the fun.” 

Go-ahead on air service. But even 
Cunard is now admitting that getting 
there in six hours may be just as 
important. It has two long-range 
Boeing 707s on order with an op- 
tion on a third. Its 60%-owned sub- 
sidiary, Cunard Eagle Airways, 
which it acquired last year, has re- 
ceived a license effective this week 
to fly between London and New 
York. 


There is a remote possibility the 
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steamship company may never be 
allowed to fly the route. The state- 
owned British Overseas Airways 
Corp., which could have a substan- 
tial amount of business diverted, 
has appealed the license to the Air 
Minister. He is not considered likely 
to overturn it, however. 

If all goes well, service will begin 
next March. At that time Cunard 
will start competing on the New 
York-London route not only with 
BOAC and with the giant American 
flag airlines, Pan American World 


Airways and Trans World Airlines, 
but with itself. No one expects the 
going to be easy. 


1. Anew business 


From all appearances Cunard 
could hardly be getting into the 
airline business at a worse time. 
This year the transatlantic airlines 
are suffering horribly from a surfeit 
of equipment. Seating capacity has 
increased approximately 45% over 
last year while the number of pas- 
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sengers is barely holding its own. 
Unless there is a sharp increase in 
passengers next year, the overcapac- 
ity problem can only get worse. 

Fare reduction? There are many 
in the industry who believe that the 
outer limits of the transatlantic air 
market have already been reached— 
at present fares. It is only a matter 
of time, they insist, before fares must 
come down if the market is to be 
increased. And when they do, ocean 
liners will suffer even more. 

Sea travel has been declining 
slightly but steadily each year 
following the record in 1957, when 
1,037,000 passengers crossed the 
North Atlantic by ship. Business this 
year may dip more sharply than ever 
—as much as 20% under 1960. 

Room for both. Nevertheless, it is 
an article of faith with Sir John 
Montague Brocklebank, Cunard’s 
46-year-old chairman, and his col- 
leagues, that there is room for both 
ships and planes—and a profit to be 
made from each. They believe that 
further gains in air travel will be in 





new business, not business taken 
away from the sea. Furthermore, 
they think more people than ever 
will be “trading up” to ocean 
voyages. 

And so Cunard is going ahead 
with plans to replace the 25-year- 
old Queen Mary. In coming weeks 
Cunard officers—closeted in their 
solid, deeply weathered Liverpool 
headquarters, known to many British 
seamen as “The Kremlin’—will be 
studying bids for a new 75,000-ton, 
$84-million ship. For the construc- 
tion job, they will have some gener- 
ous help from the government. 

Sir John is ruefully frank in ex- 
pressing his regret that the two proj- 
ects—to buy airplanes and a new 
ship—coincided in their birth pangs. 
It was inevitable that criticism of 
government aid to Cunard would be 
intensified by news that the com- 
pany was spending $14-million of its 
own on aircraft to compete not only 
with its own ships but with a state- 
owned airline 

Acrimonious hearing. In the hear- 
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ings before the British Air Transport 
Licensing Board, BOAC’s chief coun- 
sel pointed out with some asperity 
that “Cunard wanted to back both 
horses; the aeroplane with its own 
money, and the ship with other 
people’s.” And in a Siliatc on the 
ship subsidy bill in Parliament, 
where Cunard is usually treated with 
more reverence, a member said: “It 
must be recognized that there is a 
long tradition of subsidy for the 
Cunard company. . . . Among all the 
respectable matrons in the (British ) 
shipping industry, it stands out as 
the one scarlet woman (Laughter ).” 

The timing, however, was unavoid- 
able. The company had been plan- 
ning to get “into the air” for over 19 
years. It would have done so after 
World War II if the Labor govern- 
ment had not created the two state- 
owned monopolies, British Euro- 
pean Airways Corp. and BOAC. It 
was not until last year when the Con- 
servative government capped a grad- 
ual policy change toward independ- 
ent airline development with the 
Civil Aviation Act of 1960 that the 
possibility opened for a London-New 
York service by an independent air- 
line. 

Airline acquisition. Cunard’s en- 
trance into the field was through the 
purchase of Eagle Airways. Eagle 
had started in 1948 as a freight air- 
line, and had developed into passen- 
ger charter work during the Korean 
War. Later it was allowed a few 
scheduled services that did not com- 
pete with state-owned lines. 

The company now has three 
Britannias, four Viscounts, three 
DC-6s, and five Vikings. It maintains 
scheduled flights between London, 
Bermuda, Nassau, and Miami, and 
between Bermuda and New York. It 
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“Kremlin” is the nickname for Cunard’s headquarters building in Liverpool 


also operates charter flights through- 
out Europe. 

Service handicap. When it begins 
jet service across the North Atlantic 
next year, Cunard Eagle will have a 
severe handicap because of its late 
start in the market. The company is 
banking, however, on its long ex- 
perience with transatlantic travelers, 
its traditionally luxurious and punc- 
tilious service, and its network of 
booking offices to make it an effective 
competitor. It also will be able to 
sell “go-by-air-and-return-by-ship” 
tickets at partially reduced rates. 


I!. Anew ship 


Well before the purchase of 
Eagle, Cunard was involved in the 
question of replacing the Queen 
Mary, which will soon reach retire- 
ment age. In its thinking, the com- 
pany applied the same yardstick as 
it used in the 30s—the smallest and 
slowest ship that could do the job 
and pay. The “job” is a weekly ex- 
press service that will attract the 
kind of clientele Cunard now serves. 

According to early plans, the new 
ship, known for the time being as 
Q-3 for the third Queen, will have 
a service speed of 29% knots, and 
will be 990 ft. in length. It will have 
a passenger capacity of 2,270 in 
first, cabin, and tourist classes. 

Most major steamship lines follow 
a concept Cunard pioneered, that a 
successful, express service must in- 
clude two ships to provide weekly 
sailings. Because of the expense in- 
volved, there has been talk lately of 
pairing ships of different nationali- 
ties. But nothing is expected to come 
of this, national honor and pride 
being what they are. 

Next February the French Line 





HOW MANY 
OF THESE 


AVISCO 


PACKAGING 
MATERIALS 
CAN YOU USE? 


CELLOPHANE in various special tai- 
lored types for many different prod- 
uct requirements. 

AVISTRAP® CORD STRAPPING®* that 
outperforms metal strapping — at 
lower cost—in many applications. 


CELLULOSE BANDS for sealing caps 
and necks of bottles and jars. 





CASINGS for processed meat manu- 
facturing. 


PLASTIC MOLDING COMPOUNDS 
for manufacturing bottle and con- 
tainer closures. 

RAYON BAG SEWING TWINE that 
yields up to 30% more yardage 
per dollar. 

RAYON STAPLE for insertion in 
necks of pil! bottles to prevent 
pill breakage. 

CELLO-CELSIOR® (shredded cello- 
phane) for cushioning delicate 
items. 

RAYON FOR SCRIM—used in lami- 
nation with paper or film to pro- 
vide extra performance at low cost. 


RAYON FOR TEAR TAPES that sim- 
plify the opening of cartons. 


RAYON FOR REINFORCED TAPES te 
seal cartons. Adds strength, tear 
resistance and flexibility. 

RAYON FOR SPECIALTY PAPERS to 
add lustre and texture, or lend 
opacity. 

RAYON AND ACETATE FOR RIBBONS 
used in various types of gift pack- 
aging. 

RAYON FLOCKING for spraying a 
velvety texture on all types of 
decorative containers. 

*Patents pending 


USE THIS SPEED COUPON 
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American Viscose Corporation 

Packaging Development Service 

1617 Pennsylvania Blvd., Phila. 3, Pa. 

I'm interested in: (Check numbers of products 
on which you want information) 

















1. 6. 11. 
2. 7. 12. 
3. 8. 13. 
4. 9. 14. 
5. 10. 





ATTACH TO COMPANY LETTERHEAD —INCLUDE YOUR NAME 
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Palletizing. AVISTRAP is used through- 
out industry to secure products ranging 
from die-castings to millwork, in palletized 
units weighing thousands of pounds. 


Unitizing. Since it has no sharp edges, 
AVISTRAP has no tendency to damage 
merchandise such as these flat cartons. 
Flexibility helps make strapping easier. 


AVISTRAL 
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AVISTRAP 


CORD STRAPPING* 
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“Patents pending 
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Reinforcing. Because it is flexible, ten- Banding. AVISTRAP is highly useful for 
sions around corners with little crushing, banding because it is easy to apply, does 
AVISTRAP is ideal for reinforcing large not cut into the product and is easily 
cartons used in shipping bulky materials. removed and disposed of at destination. 





Baling. Textile bale shown weighs approx. Tool Selection. A se:ection of AVISTRAP 
700 Ibs. AVISTRAP replaced metal in pneumatic and hand tools is carefully 
this applicationin over 100 mills because designed to fill needs of many different 
of ease of application and economy. industrial strapping applications. 


CORD STRAPPING 


Out-performs metal many WayS. More energy is required 
to break AVISTRAP than equivalent-width metal strapping. AVISTRAP 
simply absorbs greater shock upon impact, keeps packages 
together long after metal strapping would have reached its breaking 
point. AVISTRAP will not lash out with jagged ends if broken, will not 
snag handlers’ hands or other packages. For these reasons, in addi- 
tion to light weight and easy handling, AVISTRAP is now used by the 
textile, paper, automotive, lumber, hardware, and many other in- 
dustries. Request information or an in-plant demonstration of advan- 
tages AVISTRAP offers your industry by writing to Industrial Packaging 
Department, American Viscose Corporation. 


AMERICAN VISCOSE CORPORATION, INDUSTRIAL PACKAGING DEPT., 1617 PENNSYLVANIA BLVD., PHILA. 3, PA. 


District Offices: Atlanta, Ga. « Boston, Mass. « Charlotte, N. C. ¢ Chicago, Ill. « Columbus, Ohio e Dallas, Tex. e Los Angeles, Calif. « New Orleans, La. « New York, N. Y, 
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When you build 
with concrete block... 


Concrete block makes a fine wall. But 
your heating and air conditioning bills 
will always be high unless the holes are 
filled with Zonolite Masonry Fill In- 
sulation*. 

Zonolite water-repellent Masonry 
Fill is the only insulation that fills the 
cores of concrete blocks. It cuts your 
fuel bills as much as 33%, so your in- 
vestment in Zonolite Masonry Fill is 
usually returned in two or three sea- 
sons. This insulation often cuts the 
initial cost of your building by allow- 
ing your architect to specify smaller 
heating and air conditioning units. 

The cost runs as low or lower than 
10¢ per square foot of wall. For com- 
plete information, mail coupon. 


*Protected by: U.S. Pat. No. 2,824,022 
Canadian Patent No. 569,677 


ZONOLITE 


COMPANY 
135 S. LaSalle « Chicago 3, Illinois 


Zonolite Company 
135 S. LaSalle, Chicago 3, Ill., Dept. BW-81 


Gentlemen: Please send new Booklet 
MF-45 with complete information about 
Zonolite Masonry Fill Insulation. 


NAME__ 





TITLE 





FIRM. 





ADDRESS 





CITY. ZONE___ STATE 
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Clerks in Cunard’s Liverpool office still 
use high desks and chairs as they work 
on the company’s accounts. 


will replace the Liberte with its new 
France. The new vessel will be 
longest in the world at 1,035 ft., and 
will cost $80-million, 20% of which 
must be provided by the French 
government. The United States Lines 
is due to replace its America soon, 
though whether it will depends on 
a budget appropriation. Over 50% 
of the capital cost of American ships 
is subsidized by the government. 

Government help. Even the Q-3 
will be built with an outright grant 
of $9.1-million and a $41.3-million, 
25-year loan at 644% interest from 
the British government. The com- 
pany was unwilling to risk more than 
$33.6-million of its own resources 
in the ship, and even this is causing a 
growing rebellion among many 
stockholders who think the amount 
too much and the chances of a favor- 
able return too little. 

Although the subsidy bill easily 
passed the House of Commons, the 
debate preceding passage was acri- 
monious. Not only did members ob- 
ject to lending Cunard money for 
the ship, many felt that Cunard was 
building entirely the wrong kind of 
ship. Cunard’s critics say that the 
company is slow and unimaginative 
in gearing itself for the changes tak- 
ing place in the world’s shipping. 
The Q-3 concept, itself, was attacked 
on the grounds that the trend is to 
smaller, more adaptable ships with 
greater emphasis on tourist accom- 
modations. 

Sir John is convinced that they are 
wrong, that for years to come travel- 
















































































The easy way to 
cut inventory costs 


..call DC 











Small shipments made frequently can 
cut your inventory requirements ... re- 
duce tied-up capital ... release valuable 
space to productive use. D-C specializes 
in LTL shipments nation-wide. Person- 
nel, equipment and handling methods 
are geared to shipping needs... with 
single-carrier responsibility for the safe, 
on-time delivery of a// your shipments... 
no matter how small. 


Callyourlocal D-C representative 
... find out how D-C can serve you 


as your” warehouse on wheels.” 











| You'll find us 
in the 
YELLOW PAGES 





DENVER CHICAGO 
TRUCKING CO., INC. 
The ONLY direct coast-to-coast carrier! 
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Spot new sales 
opportunities... 





with 


American Credit Insurance 


While it covers your receivables during the period 
of risk, commercial credit insurance provides new 
sales opportunities, too. With an ACI policy, you 
can confidently add more good customers, sell 
more to present customers. 


Title passes to the purchaser the moment your 
product is shipped. From that point on, the sound- 


12m WAYS CREDIT INSURANCE CAN HELP YOUR BUSINESS 


est protection for your accounts receivable . . 

for all the working capital and profit your product 
represents . . . is the new and broader coverage of 
American Credit Insurance. Today, as for 68 
years, an ACI policy is important to sales progress 
and good financial management. Call your insur- 


ance agent . . . or the local office 
nh 


of American Credit Insurance. 
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Its advantages are spelled out in a helpful ACI A subsidiary of COMMERCIAL CREDIT nin 

booklet, yours for the asking. Write AMERICAN CREDIT COMPANY, which has assets of over ” hay 

INSURANCE, Dept. 42, 300 St. Paul Place, Baltimore 2, Md. two billion dollars. jue 
>" 














... Ingenuity at Work 





Something Special 
in Water Storage Tanks 























These are Horton® elevated tanks. . . out- 
standing examples of CB&I ingenuity and 
creative Craftsmanship in Steel. 

Each represents a sound investment in 
plant security and sales promotion. It pro- 
vides a constant supply for a private water 
system ... plus valuable “skyline” adver- 
tising for a product or service. And most 
have effected a reduction in plant fire in- 
surance premiums. 

Many of America’s leading companies 
have found protection and promotion a 
mighty wise combination . . . so will yours. 
Write today for more information and the 4 
new brochure: Tanks that Advertise. = 
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Cryogenics, Hydroelectric Power, and Municipal and Industrial Water Supply 
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ers will want the conservative luxury 
of the Queens. Certainly his decision 
has the benefit of long experience. 


Ill. Experienced hand 


Cunard’s 10th chairman in 121 
years, and the fifth baronet to head 
the company, comes from one of 
Liverpool's oldest shipping families. 
Unlike his predecessors, who were 
noted for being austere and remote, 
inaccessible behind the “Kremlin” 
walls, Sir John is a jovial, talkative 
man who does not mind the spot- 
light. He was a fixture at hearings 
of the Air Transport Board. 

Cunard, itself, is the oldest ship- 
ping company on the regular North 
Atlantic service. It was founded in 
1839 by Samuel Cunard who ob- 
tained a substantial subsidy for pro- 
viding a regular mail service with 
ocean-going paddlewheel steamers 
between Liverpool and Boston. 

Although best known for its trans- 
atlantic passenger services and for 
its cruises, Cunard is far more ex- 
tensive than that. It has two sub- 
sidiaries: the Brocklebank _ line, 
whose ships serve chiefly the Indian 
subcontinent and the Port Line, Ltd., 
which serves Australia and New 
Zealand. In addition, Cunard has its 
own freighters on the Atlantic and 
Mediterranean. 

Prosperous decade. Cunard had 
its fair share of the postwar bonanza, 
both in passengers and freight, that 
made the decade up to 1957 the most 
prosperous the shipping industry has 
ever seen. Cunard’s pretax operating 
profits hit a record in 1951 when 
they amounted to $30.2-million. After 
that they fluctuated until 1956 when 
they reached $23.5-million. 

Since then they have been going 
down. Freight business has suffered 
from worldwide overcapacity; pas- 
senger business, from both over- 
capacity and airline competition. By 
1960, operating profits had shrunk to 
$12.7-million. 

Future prospects. The company 
looks forward to better conditions 
ahead, though not this year. Officials 
believe freight overcapacity will be 
corrected by retirement of older 
vessels, the disappearance of some of 
the smaller, shakier lines, and a con- 
tinued rise in total volume. 

On the passenger side, Cunard is 
taking steps to insure it competes 
as efficiently as possible. Besides a 
continuing program of replacing in- 
efficient ships and revising services, 
the company is driving to trim costs. 

Among the programs: a detailed 
survey of American operations to 
pare staffs to a minimum, possibly 
close some offices, and rely more 
heavily on travel agents. End 
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Khrushchev 
threatens 
then softens 
in Berlin crisis 


An earlier 
showdown? 


Maneuvering 
over disarmament 


U.S. frets over 
economic effects 
of British-EEC move 


International outlook BIW 


Nikita Khrushchev is blowing hot and cold on Berlin. Look at his talks 
with John J. McCloy, Pres. Kennedy’s disarmament adviser, and the new 
Communist Party program. 

He told McCloy that he intends to sign a peace treaty with East Ger- 
many. He warned that if the Western Allies ignore East German regulation 
of traffic into Berlin and try to force their way through, they will be met 
by Soviet force. 

But Khrushchev also called for negotiations on Berlin. He said the main 
problem is that both U.S. and Soviet prestige are involved, that it should 
be possible to find ways of saving face on both sides. 

Kennedy’s defense buildup (page 23) has Khrushchev hopping mad. 
Washington’s reaction: The President meant to step on Khrushchev’s toes 
and is glad to know that it’s hurting. 

The Soviet party program (page 28) can be read two ways as far as Berlin 
is concerned. A theme of the document is the need for maintaining peace. 
But it emphasizes the Communizing of the world—without excluding the 
possibility that a war might start. 


Events in East Germany may bring the Berlin crisis to a head earlier than 
expected. East Germany is threatening to halt the flow of refugees to 
Berlin. West Germany has countered by warning that it will impose an 
economic embargo if the refugees are stopped. 

This might lead Khrushchev to sign an East German treaty imme- 
diately, forcing a showdown before the West is fully prepared. The Allies’ 
elaborate planning will move along next week when Western foreign 
ministers gather in Paris. 


Moscow and Washington are maneuvering cautiously on disarmament. 
Neither apparently wants to alienate world opinion by slamming the door 
on arms control. Kennedy is studying Khrushchev’s new proposals, made 
to McCloy, to start negotiations again. 

Kennedy has decided to postpone resuming nuclear tests, despite the 
Soviet refusal to agree to a test ban treaty. His reasons: There’s no public 
proof that the Russians have been testing secretly. Resumption of testing 
might cause dissension among the Allies and neutral opinion might be 


outraged. 


The U.S. is quite happy with the political implications of Britain’s applica- 
tion to join the European Economic Community (page 71). Should the 
merger come to pass, it will help tighten the bonds of the Atlantic Com- 
munity, the better to combat the worldwide Communist challenge. 

But on the economic side, the possible merger confronts the U.S. with 
serious trade problems over our exports of agricultural and industrial goods. 
For one thing, Britain may get the EEC countries to agree to preferential 
treatment for imports of agricultural products from its Commonwealth 
members. 

This would put competing U.S. products at considerable disadvantage. 
Working in the U.S. favor, however, is French and German disinterest in 
making large concessions to Commonwealth nations. 
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Cubans may try 
to undermine 
Montevideo talks 


U.S. urges 
negotiations 
over Bizerte 


Foreign aid 
fight ahead 


International outlook continued 


In addition, average British tariffs on industrial products are slightly 
higher than the Common Market’s present external tariff and could exert 
an upward influence. Washington will bargain hard not only to hold the 
common tariff to its current level, but also to obtain a 20% across-the-board 
reduction promised by EEC in return for reciprocal treatment from 
others. 


Watch for plenty of fireworks at the conference on the Alliance for Progress 
in Uruguay (page 64). 

Cuba is sending Fidel Castro’s top lieutenant, Ernesto “Che” Guevara, 
to head its delegation. Since the Alliance aims, to a considerable extent, at 
containing Cuban influence in the hemisphere, it makes sense for Castro 
to send his smoothest operator. Guevara, head of the National Bank in 
Cuba, is rated the best brain the Cubans have. 

Note this ironic twist: The chairman of the group of experts that worked 
out the draft for the economic planning and development aspects of the 
Alliance is Felipe Pazos, Guevara’s predecessor in Cuba. Pazos broke with 
Castro when Communism moved in, is now an economic consultant in 
Puerto Rico. 


The U.S. fervently hopes that France and Tunisia will soon negotiate 
their differences over Bizerte. Washington wants to (1) get France to put 
more of its attention on Berlin and (2) keep the issue out of the United 
Nations. There we might again be caught between trying to please a 
NATO ally and cultivating the friendship of African and Asian nations. 

Tunisia is trying to arrange an emergency session of the General Assembly 
to debate the issue. At midweek, however, it privately informed the U.S. 
that it would call off its U. N. maneuvers and reaffirm a pro-Western foreign 
policy under these conditions: 

" France must agree to negotiate the evacuation of the naval base. The 
Tunisians said that timing is not important, that they want an agreement 
on the principle. 

= If France agrees, Tunisia will cease its present blockade of the base and 
promise not to undertake one in the future. 

* Tunisia wants the U.S. to take a positive position to back Tunisia, in 
effect assuring Tunisia of support if the French violated the agreement 


in the future. 


Congress will give the President most of what he wants in foreign aid. The 
bill has cleared Senate and House committees almost intact, including the 
controversial request to borrow $8.8-billion directly from the Treasury over 
the next five years to finance development overseas. 

Tough fights lie ahead on the Senate and House floors. But it looks certain 
that the President will get borrowing authority for at least three years, in 
exchange for new Congressional procedures for reviewing the program and 
preventing waste. 

Note this: The Administration’s proposals for expanded incentives for U.S. 
private investment in underdeveloped countries have been gutted by the 
Senate Foreign Relations Committee. At best, they will be only partly 
restored by the House. 


Contents copyrighted under the general copyright on the Aug. 5, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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In research 


NASA to help AT&T launch four 
communication satellites next year 


After months of negotiations, a contract has been 
signed between American Telephone & Telegraph and 
the National Aeronautics & Space Administration call- 
ing for the government to provide launching and 
tracking services for up to four experimental com- 
munication satellites during 1962. The company will 
develop and build the satellites with its own money. 

AT&T will pay some $6-million per satellite to 
cover the government's out-of-pocket costs for the 
service. In addition, the company has agreed to make 
public all data acquired through the tests and to give 
the government royalty-free rights—and the right to 
grant these to other companies—to any other inven- 
tions made in the field of space communications within 
one year after the last satellite is launched. 

Congress, however, continues to show concern that 
AT&T will end up dominating any commercial satel- 
lite communication system that comes out of the ex- 
perimental work. Last week, the House Commerce 
Committee bluntly told Federal Communications Com- 
mission Chmn. Newton N. Minow that it thought 
FCC’s committee from 10 international companies, set 
up to make ownership proposals for the system, should 
be enlarged to include domestic communications com- 
panies and component makers, so as to block the pos- 
sibilities of domination by any single company. 


Polaris device finds peaceful use 
testing viscosity of the blood 


An ultra-sensitive instrument to measure the viscosity 
of fluids has been developed at the MIT Instrumenta- 
tion Laboratory. The device, used in the inertial guid- 
ance systems of the Navy's Polaris missiles, has also 
proved valuable in medical studies of the viscosity and 
flow of blood. For six months, a Harvard-MIT research 
team used it to reveal such facts as the increased thick- 
ness of blood plasma at slow rates of flow. The device is 
expected to find a wide range of uses in all labs where 
viscosities are measured. 

The device, called the GDM viscometer, was in- 
vented by Philip J. Gilinson, Jr., and Charles R. Dau- 
walter of the MIT lab. Essentially, it’s what is called 
a “torque-to-balance” loop, in missile terminology. It 
is so sensitive that, used to check gyroscopes in Polaris 
guidance systems, it can measure the rotational force 
exerted by a small wheel making only one revolution 
in an entire day. 

In the medical lab, the advantage of the new vis- 
cometer is the small amount of blood it needs for a test. 
It can impart very tiny rates of flow to blood, and then 
measure the resultant stresses 200 times more precisely 
than other instruments. This makes possible the study 
of flow and stress rates that previously defied the scien- 
tist. 
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Dr. R. E. Wells, Jr., of Harvard Medical School and 
Dr. Edward W. Merrill of MIT indicate the GDM vis- 
cometer should help explain blood behavior in the cir- 
culatory system, and lend immediate insight into cir- 
culatory disorders and cardiovascular disease. It can 
also be used to measure the anti-coagulant effect on 
blood of certain drugs. 


Russians, too, are overwhelmed 
by mass of scientific publications 


Soviet scientists share at least one complaint with 
Western scientists—the avalanche of publications they 
are forced to read in order to keep up with develop- 
ments in their profession. Things are so bad in some 
Russian laboratories that scientists are spending half 
their working hours reading, according to a report 
published by the U.S.S.R. Academy of Sciences’ In- 
stitute of Scientific Research. 

For example, an analysis of the working hours of 
Soviet chemists shows only 35% of their time is de- 
voted to experimental research. They spend the rest of 
their time reading and writing articles, taking part in 
conferences, and similar activities. 

Information searching in the physical sciences is 
made particularly time-consuming by the fact that 
“the traditional theory of bibliography and library 
science simply cannot satisfy the new requirements 
that stem out of the problems of control of informa- 
tion.” Of the 350 different library classifications now 
known, not one can be considered satisfactory, Russian 
documentation experts say. The result is a tremendous 
waste of both scientific manpower and money. 

The U.S.S.R. Academy of Sciences recognizes that 
its scientific communications dilemma isn’t novel; it 
cites the International Conference on Scientific Infor- 
mation, held in Washington in 1958, as proof that the 
U.S. is suffering from much the same complaint. 

The Russian analysis of the reading habits of Soviet 
chemists agrees closely with a 1960 National Science 
Foundation-sponsored study on the same _ subject. 


Research briefs 


Grand Central Rocket Co. has joined the companies 
ready to test solid fuel segmentation. Its first segment, 
10 ft. in diameter, was developed under contract to 
the Air Force Flight Test Center, at Edwards Air Force 
Base in California. United Technology (BW—Jun.361, 
p42) and Aerojet-General Corp. are also developing 
the technique of segmented solid fuel rockets. 


Final costs for New England’s first atomic electric 
project (at Rowe, Mass.) will run about $13-million be- 
low original estimates, according to William Webster, 
president of the Yankee Atomic Electric Co. So far, 
the plant has turned out over 400-million kwh. of elec- 
tricity—about 4% of New England’s normal load. 
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GUARDED BY GALVANIZED STEEL 


Galvanized steel sheeting—long used for permanent concrete 
forms in building construction—has now been adapted to do 
the same job for bridge engineers and with remarkable success. 


On bridges and their approaches, a heavier gauge sheet is used 
with deepened corrugations for added strength. This new form 
assembly is not only strong enough to support heavy concrete 
slabs, but installation takes only half the time required by other 
types of form work. 


The strength and excellent corrosion resistance of galvanized 


MIDWEST STEEL 


Portage, Indiana 


Divisions of 


steel is also winning increasing acceptance in a wide variety 
of architectural uses as well as in other areas of highway con- 
struction, such as culverts and guard rails. 


WEIRKOTE® IN PARTICULAR is one galvanized steel 
that’s especially well suited to all these applications. Made by 
the modern continuous process, it can be worked to the very 
limits of its steel base without losing even a chip of its zinc 
protection. Weirkote is made by two National Steel divisions: 
Weirton Steel and Midwest Steel. For further details, write to 
Weirton Steel Company, Weirton, West Virginia. 
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WEIRTON STEEL 
Weirton, West Virginia 
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Short-term investors eye the pound 


Britain’s new bank rate is luring speculators to buy pounds. 
While there’s been no stampede yet, a massive 
influx of short-term funds could endanger the dollar 


The jump from 5% to 7% in the Bank 
of England’s bank rate stimulated 
increased activity in foreign ex- 
change trading this week in the 
Free World’s money markets. Lured 
by the high rates available in Lon- 
don, speculators in Zurich, Frank- 
furt, Paris, and New York were buy- 
ing pounds again. 

There was no stampede, but it 
was clear that high short-term rates, 
even if they cannot solve Britain’s 
long-term problem, have _ their 
charms. 

Britain does not want a big influx 
of foreign funds. While the bank 
rate was raised to what amounts to 
a “crisis” level, this was done mainly 
to stop the outflow of short-term 
capital that has put the pound un- 
der severe pressure since early 
March, when Germany—followed 
immediately by the Netherlands— 
put through a 5% revaluation. It was 
not done to produce a complete re- 
versal of the flow. 

Temporary measure. Actually, the 
British would be embarrassed by a 
flood of short-term capital. For one 
thing, it would tend to mask Britain’s 
deficit in its balance of payments, 
and make it more difficult to take 
some of the drastic long-term meas- 
ures the government is seeking. For 
another, it would almost certainly 
bring fresh pressure on the dollar, 
which has looked stronger ever since 
the pound sterling has been in 
trouble. In essence, the British are 
using the bank rate as a temporary 
device to protect the pound while 
they tackle the basic problem posed 
by Britain’s inability to compete in 
world markets. 

Even so, the British took the risk 
of upsetting the uneasy equilibrium 
in central bank interest rates, and 
encouraging a fresh wave of funds 
from foreign money markets. With 
the central banks of West Germany 
and the U.S. maintaining 3% rates, 
the Bank of England now enjoys a 
four-point spread over them, and a 
five-point spread over Switzerland 
where the bank rate is 2%. That's a 
wider spread than in 1957 when the 


Bank of England went to 7% (the. 
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Federal Reserve then had a 44%% 
rate) during the last sterling crisis. 

No flood yet. So far, though, for- 
eign exchange dealers say that there’s 
no sign of a massive movement of 
funds into Britain, which would 
prove unsettling to the dollar. One 
New York bank specializing in for- 
eign exchange reports that a lot of 
its customers—mainly corporations 
—are watching the London market, 
but “are not yet ready to dive in.” 
The bank says that there has been 
speculative ry of spot sterling 
without any hedge. In contrast, 
hedge buying—that is, buying for- 
ward sterling to cover against a de- 
cline—has been limited, mainly be- 
cause of the big discount on forward 
sterling—up to 4%—which wipes out 
any interest rate advantage. 

European buying, particularly on 
a spot, unhedged basis, has been 
fairly strong and was primarily re- 
sponsible for the prompt boost in the 
price of sterling. Foreign investors, 
who are old hands at currency trans- 
actions and are decidedly interest- 
rate conscious, feel there’s little risk 
in buying British short-term securi- 
ties. Moreover, most of the funds 
that Britain has lost in the last six 
months have gone to European cen- 
ters, so that money now coming back 
represents a return flow. 

The fact is that many businessmen 
dealing in sterling have paved down 
balances to an extremely low level 
because of their concern over Brit- 
ain’s position. These balances should 
now rise. 

Effect on dollar. But the big—and 
unanswered—question is whether 
the U.S. dollar will now feel re- 
newed pressure. Over the past three 
years, the pound and the dollar— 
the two key reserve currencies—have 
suffered alternating spells of weak- 
ness. Last year, when the dollar was 
hard hit, the pound looked strong be- 
cause a big amount of short-term 
funds flowed out of New York into 
London. During the first half of 1961, 
pressure on the dollar eased but only 
because the funds located in London 
were being shifted to Zurich and 
Frankfurt. However, the U.S. has 


continued to lose short-term funds 
this year, although the drain in the 
quarter just ended was not consid- 
ered serious. 

But now, there’s a danger that the 
short-term outflow from the U.S. 
may start up aps While traders say 
that the British move did not touch 
off an immediate outflow, they think 
that the dollar is almost sure to come 
under pressure. 

They point out that the price of 
gold in London’s free role has 
been creeping up—at midweek, it 
was at $35.145 an oz.; while that’s 
well below the $41 an oz. that pre- 
vailed during the gold rush last Octo- 
ber (BW—Oct.29'60,p23), it’s the 
highest it has been since early in 
a". According to one New York 

anker, “The stage is set for another 
show of dollar weakness.” 

Those who think that the dollar 
may come under renewed pressure 
emphasize that the U.S. is increasing 
its budgetary deficit, which is likely 
to shake foreign confidence. More- 
over, they insist that if the U.S. is 
unable to demonstrate that it can get 
its internal financial position al 
control, foreign financiers—including 
foreign central bankers—will step up 
their withdrawals of dollars and 
increase their purchases of gold. 
“We've got to show we are Sisci. 
sat says a banker involved in 
oreign markets, “or this thing could 
snowball again.” 

Treasury confident. But Treasury 
and Fed officials—as well as some 
foreign currency dealers—take a 
more confident view. They insist 
that the dollar is in an improved sit- 
uation today, and that conditions are 
not likely to worsen. Last year, Eu- 
ropeans were worried about the 
election, and had some doubts about 
Kennedy and his plans for dealing 
with the deficit in the balance of 
payments. At the same time, the 
U.S. was in a recession and there 
were fears that it could deteriorate 
into a long, drawnout slump. 

Now the U.S. economy is in a 
firm uptrend, and its balance-of- 
payments deficit is shrinking. True, 
the federal budget is in the red, but 
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GENERAL 


Pumps suitable for handling 
liquids ranging from gaso- 
line to tar. Twenty-two sizes 
from ¥% to 1050 G.P.M. Built 
for pressures to 50 P.S.I. 
handling non-lubricating liq- 
uids, 100 P.S.1. on lubricat- 
ing liquids. Complete range 
of metals. Packing or me- 
chanical seals. Built to 
accept all types of mounting 
arrangements, drives and 
power units. All pumps self- 
priming with positive dis- 
charge. 

Ask for complete catalog 
series B. 














Cedar Falls, lowa, U.S.A. 


HEAVY 
DUTY 


Built for handling either 
thin, gaseous liquids or ex- 
tremely viscous materials, 
even to semi-solids. Con- 
structed for pressures to 
100 P.S.I. handling non-lu- 
bricating liquids and to 200 
P.S.I. handing lubricating 
liquids. Capacities from 10 
to 1050 G.P.M. Packed type 
in complete line. Mechanical 
seals through 300 G.P.M. 
sizes. Mounting, drive ar- 
rangements and power units 
available to suit. 


Ask for complete catalog 
series C. 





THE RIGHT PUMP FOR YOU! 
3 Great Series of Viking Rotary Pumps 
fora wide range of applications 


STEAM 
JACKETED 





Complete jacketed pump 
line available in 90, 200, 300 
and 450G.P.M. sizes. Partial 
jacketing in sizes from 10 to 
750 G.P.M. in General Pur- 
pose and Heavy-Duty con- 
struction. Jackets suitable 
for steam pressure of 125 
Ibs. Permits liquids to be 
heated while passing 
through pump, keeping the 
liquid in a flowing state. 
Packed stuffing boxes. All 
types of drive and mounting 
arrangements. 


Ask for complete catalog 
series E, 


VIKING PUMP COMPANY 


In Canada, It's ‘‘Roto-King'’ Pumps 
Offices and Distributors In Principal Cities. See Your Classified Telephone Directory. 











lf it flows through pipe 
anywhere in the world.... 


chances are it’s 
controlled by... 





SINCE 1880 


Solving tough liquid level and 
pressure control problems is 
Fisher’s forte—the very sinew 
and muscle of Fisher’s 80-year 
leadership. 

The problem may be located in 
Venezuela, Brazil, Saudi Arabia 
or here in the U.S.A., but wher- 
ever or whatever the control prob- 
lem, you know you can get the 
right control in a hurry from 
Fisher Governor Company, 
Marshalltown, Iowa/ Woodstock, 
Ontario/ Rochester, England. 
Butterfly Valve Division: Conti- 
nental Equip. Co., Coraopolis, Pa. 


ENGINEERS WITH SPECIAL CONTROL PROBLEMS...FIND THE ANSWER IN... FISHER 
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Manufacturers of: PRESSURE REGULATORS, CONTROL VALVES AND LIQUID LEVEL CONTROLS 





officials fee] that it is under control 
and will not assume proportions 
large enough to shake confidence. 
They also say that with imports on 
the rise, foreign companies will have 
to maintain fairly sizable dollar bal- 
ances. 

Gold barometer. Administration 
officials still tend to belittle the fluc- 
tuations in London’s gold price, say- 
ing that the Treasury stands ready to 
buy or sell to foreign governments 
or central banks and what private 
traders do is of no consequence. But 
while foreign authorities have been 
extremely cautious in exchanging 
their growing amount of dollars into 
gold, private traders are under no 
inhibition. And the price of gold in 
London is closely watched as a re- 
flection of the strength—or weakness 
—of the dollar. 

The price of gold has been rising 
partly as a result of the crisis in vari- 
ous trouble spots—Kuwait, Berlin, 
Angola—and partly because the sup- 
ply of gold is limited. The Union of 
South Africa is selling most of its 
newly mined gold, but much of it 
is now going direct to central banks 
and not to the Bank of England. And 
the U.S. is apparently reluctant to 
supply gold to the Bank to feed into 
the market. 

One veteran foreign exchange 
trader thinks that another gold rush 
is unlikely, but fears that the dollar 
will face growing pressure if confi- 
dence returns to the pound. As he 
puts it, “Everyone knows that ster- 
ling is weak, but now the British are 
preparing to do something about it. 
We are in much better shape, but we 
should be doing some things, too. 
If we don't, then dollars may be sold 
for sterling, gold, and Swiss francs.” 

Waiting period. Confidence in the 
dollar has strengthened. It’s stronger 
now than confidence in sterling. The 
initial impact of a 7% rate was bound 
to give sterling a shot in the arm, but 
there’s no assurance that it will be 
permanent. In fact, both speculators 
and investors are much more wary 
now than they were in 1957; at that 
time, the rise to 7% was regarded as 
a move to protect sterling; now, in 
some quarters, it is considered as a 
desperation move. 

Foreign currency traders say that 
the discount on forward sterling is 
the key to watch. If it drops signifi- 
cantly, making it profitable to invest 
short-term funds in Britain on a 
hedged basis, it may lead to a sizable 
outflow from the U.S., which might 
require a hike in U.S. interest rates. 
At the moment, the amounts that 
are willing to go in unhedged are 
comparatively small, so that there is 
no immediate danger of severe pres- 
sure on the dollar. End 
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After 141,143 miles ‘ 


NYLON CORD 
TIRES READY FOR: 


RECAPPING! . 


After 141,143 miles - 

_ TYREX® RAYON TIRES 
STILL HAVE THOUSANDS 
MORE MILES OF 
SAFE WEAR! 


NN 


141,143 MILE SHOWDOWN TEST PROVES 
TYREX RAYON TIRE CORD CUTS COSTS! 


Continuing tests on Texas Fleet show 
Tyrex Rayon Tires mean more mile- 
age, less downtime! In the grueling 
tests being made on the trucks of the 
Ray Smith Associated Companies of 
Dallas, Texas, TYREX rayon tires are 
outperforming nylon truck tires by far. 
After two years of testing, over all kinds 
of Texas roads and all heat conditions, 
some TYREX rayon tires have run as 


much as 141,143 miles! With the aver- 
age tire run 124,731 miles, all TYREX 
rayon tires show incredible superiority 
over nylon! Why this phenomenal dif- 
ference? TYREX rayon tires run cooler, 
keep their strength as tire heat soars, 
grow 33% less than nylon. Big reasons 
for less wear. So, for bigger profits . . . 
less downtime . . . put TYREX rayon 
tires on your fleet. 


CHEMICAL EXPRESS feast for ‘teat operates 

383 tractors, 505 trailers. Test tires are 1000/20 
standard type, mounted on drive wheels. 
Trucks haul cement on hot Texas roads. 
Loads average 72,000 Ibs. A 000 Ibs. per tire). 


hayeu 


TYREX INC., Empire State Bldg., N. ¥.1,N.¥. TYREX (Reg. U.S. Pat.Of.) is acollective trademark of TY REX Inc. for rayon tire yarn and cord, TYREX rayon tire yarn and cord is also produced and available in Canada. 
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THE WABASH 
RAILROAD 
DISCOVERS... 


There’s a 
Dollar-Saving 
Difference 


IN ALLIS-CHALMERS 


LIFT TRUCKS 





17,500 Hours Without Engine Overhaul 


Time and hard work is proving the 
difference in lift trucks at the Wabash 
Railroad LCL freight house in East 
St. Louis, Ill. The oldest of three 
Allis-Chalmers lift trucks has run 
more than 17,500 hours, the next 
oldest, 13,000 hours, and none has 
required an engine overhaul. 

But in addition to reliability, “It 
has terrific drawbar pull,” according 
to the station manager, “and that’s 
mighty important here.” The 4,000- 
lb FT-40 is used to skid crated ma- 
chinery weighing up to 20,000 lb. 

Have your dealer show you how 
the pluses these trucks offer can mean 
a big dollar-saving difference on your 
job. Allis-Chalmers, Milwaukee 1, 
Wisconsin. BH-166 


ALLIS-CHALMERS 


POWER 
FOR A 
GROWING 
WORLD 
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Wall St. talks... 


About new liquor stock 
issues, market for 
heavy equipment, du Pont 


N. M. Rothschild & Sons, one of 
Britain’s most revered merchant 
banks, raised eyebrows with the tim- 
ing of its announcement of public 
sale of shares in its investment trust 
—it came just when the London 
stock market broke on news of the 
government’s austerity program. But 
insiders say Rothschild deliberately 
timed its move to what it felt would 
be a good buying opportunity. The 
public evidently agreed—Rothschild 
shares went to a 42% premium this 
week. 


Liquor stocks are getting a play in 
the new-issue market. This week, 
Quality Importers, Inc., which dis- 
tributes Ambassador Scotch, came 
out at $5 a share, rose promptly to 
$11. This is bringing out other issues. 
Buckingham Corp., which distributes 
fast-selling Cutty Sark Scotch in the 
U.S., is considering an initial public 
offering. And there’s talk that 21 
Brands, which distributes Ballan- 
tine’s, will be going public this fall. 


While most analysts and economists 
are bullish about corporate earnings 
in the second half of 1961 and expect 
new records for 1962, Eliot Janeway 
warns that the Treasury faces a cash 
squeeze that will force it to raise 
corporate taxes. 


Producers of heavy durable equip- 
ment, which should do well in a 
cyclical upturn, may have to mark 
time before benefiting from new or- 
ders. Dealers in heavy equipment 
say they are burdened by heavy in- 
ventories that are being rented at 
low rates and that will have to be 
liquidated before any new demand 
shows up. 


Mutual funds have been buying 
heavily into du Pont despite the 
Supreme Court’s ruling that du Pont 
must divest itself of its General 
Motors stock. One reason is that 
the mutuals can pass any tax burden 
along to their stockholders. Also the 
mutuals point out that if a substan- 
tial portion of the GM stock distri- 
bution must be considered income 
by du Pont stockholders, this income 
will improve the appearance of the 
mutuals’ profit statements. 


WILL THE 


CAPITAL 
GAINS 
VAX suet 


YOUR PROFITS ? 


Is the Capital Gains Tax 
preventing you from tak- 
ing profits on over-priced 
stocks? If you are now 
holding even one security 
which you would surely 
replace if it were not for 
this tax—you should read 
Babson’s recent client let- 
ter on the Capital Gains 
Tax. It can be of great help 
to you in making profit- 
able investment decisions. 
A FREE copy will be sent 
to you at once if you will 
simply send us your... 


BABSON’S 
REPORTS Inc. 


Wellesley Hills 81. Mass. 
Dept. BUW-5 


Tye OnignaR Babson Systiann 
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In the markets 


Dow-Jones average soars to new high 
as blue chips get heavy play 


The Dow-Jones industrial average broke through to a 
new high this week as investor demand for common 
stocks, stimulated by Pres. Kennedy’s Berlin speech, 
continued to make itself felt. 

At midweek, the market ran into profit-taking, mainly 
triggered by a break in AT&T. This came when anti- 
trust chief Leo Loevinger told a Congressional com- 
mittee that the government may order AT&T to sell 
its Overseas communications network. Later, he sought 
tv tone down the statement, but by that time the market 
damage had been done. 

Nonetheless, the new peak of close to 715 established 
on Tuesday is expected to be surpassed. In fact, tech- 
nicians now predict a rise to 750 over the next few 
months. Brokers tend to support this view, pointing 
out that invertors now seemed convinced that a bbom— 
perhaps with inflationary overtones—is in the making. 

Although Wall Street took the new rise in its stride, 
professionals were impressed by the stocks that led 
the upturn. For the most part, they were the quality 
industrial issues, which have been relatively neglected 
in favor of the more glamorous growth issues during 
the early stages of the current bull market. There was 
also strong buying of defense stocks, including air- 
crafts, which seem likely to benefit from increased 
defense spending. Actually, the Dow performed better 
than other averages, indicating that the demand was 
concentrating on standard blue chips. 

It’s probable that the runup of the past week will 
lead to some profit-taking, slowing the pace of the rise. 
But brokers feel that if corporate profits increase with 
the rise in economic activity, investment funds will be 
going more heavily into common stocks. 


First life insurance company plunges 
into pension plans based partly on commons 


Insurance companies may become bigger buyers of 
common stocks. 

This was made clear this week when aggressive 
Connecticut General Life Insurance Co. became the 
first in the industry to sign up a corporate pension fund 
by offering guaranteed annuities with a portion of the 
fund invested in common stocks. Now that Connecticut 
General has broken the ice, its rivals headquartered 
outside New York State are sure to follow suit. New 
York forbids its insurance companies to plow any pen- 
sion funds into commons. 

With these new common stock pension plans, insur- 
ance companies hope to be in a better position to com- 
pete with the trust departments of banks. The banks 
have been attracting the major share of the pension 
fund business, partly because they are free to invest 
in common stocks. 

Connecticut General’s agreement with Plax Corp., 
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a Hartford plastic container maker whose sales exceed 
$25-million-a year, may be a prototype of insurance 
company common stock plans. 

No more than two-thirds of the fund’s total assets 
can go into equities. Plax will specify the rate of return 
it wants from the portion of the fund invested in com- 
mon stocks; its annual contributions to the fund will 
be adjusted downward or upward depending on 
whether the equities bring in more or less than the 
specified rate that year. As employees retire, their indi- 
vidual pensions will be shifted over to annuity plans 
invested entirely in fixed-income securities. 

The insurance companies still have to clear legal 
hurdles in some states, with the biggest barrier being 
in New York. The New York State Insurance Dept. 
may even challenge contracts written with out-of-state 
companies, claiming that the activities of any insurance 
company it licenses may fall within its jurisdiction. 


Nickel producer taking over holding company; 
Brunswick Corp. to buy outboard motor maker 


Reversing the usual procedure in holding company 
operations, Falconbridge Nickel Mines, Ltd., Canada’s 
second largest nickel producer, is taking over Ventures, 
Ltd., a mining holding company, which owns 53% of 
Falconbridge. Falconbridge will itself become a hold- 
ing company by turning over 800,000 of its shares for 
Ventures’ other assets. Ventures will then distribute 
these shares plus the Falconbridge shares it already 
owns on a basis of 104 Falconbridge for 100 Ventures. 

Another outfit figuring in the deal is McIntyre Por- 
cupine Mines, Ltd., a combined holding company and 
gold producer, which has virtual control of Ventures. 
To assure its dominant position in Falconbridge, it 
will buy 280,000 shares at the average market price 
for July, which is in the neighborhood of $61 a share— 
or some $17-million. 

The announcement brought a lot of activity in all 
three stocks. Falconbridge (1961 range: 37.75-63.75) 
dropped 4% points to 58.50; Ventures (1961 range: 
30-59) went to a new high of 63 before falling back to 
59; and McIntyre, which had been selling under 40 
(1960 low: 26) jumped to 42, a new high. 


Brunswick Corp., whose stock has rocketed as a result 
of the demand for automatic bowling alley pinsetters, 
is continuing to diversify into other leisure-time activi- 
ties. It announced th’s week that it would purchase 
Kiekhaefer Corp., maker of Mercury outboard motors. 
The purchase price for the privately owned company 
comes to about $34-million in Brunswick shares. 

The company refused to estimate just how much the 
Kiekhaefer purchase would add to its earnings, and 
evidently investors were of two minds. Brunswick, 
which sold as low as $2 a share on an adjusted basis in 
1957 and ran up to 74% earlier this year, was heavily 
traded in the 53-55 range, where it has been holding 
over the past few months. 
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Absenteeism has dropped sub- 
stantially in plant after plant where 
Carrier factory air conditioning 
has been installed. For example, 
a large electronics producer re- 
ports a 20% annual decrease. A 
leading leather goods maker— 
22% annually. And a well-known 
blouse manufacturer—28% dur- 
ing summer months. 


But decreased absenteeism is only 
one contribution of factory air 
conditioning. Labor turnover also 
goes down. Productivity rises. 
And product quality improves. 
Totally, these gains are usually 
enough to pay for the system in 
as little as two or three years! 


Wil! air conditioning pay off for 





you? Answer the four questions 
listed at the right. Only two “yes” 
answers indicate that you can ex- 
pect substantial benefits, 








m 


nt 
your 


plant? 


absenteeism 


1. Does your plant average one or 
more workers per 300 square feet? 


2. Do you pay annual wages, in- 
cluding fringe benefits, of $25 or 
more per sq. ft. of factory area? 


3. Does one out of seven of your 
workers quit every year? 


4. Does labor exceed 25% of your 
total manufacturing cost? 4 
Did you answer “yes” to two or 
more of these questions? If so, 
you owe it to yourself to have an 
air conditioning investment analy- 
sis made of your plant. Your engi- 
neer or consultant can do this in a 
few hours by using the Carrier 
Investment Analysis we will be 
glad to send you. Write for a copy 
to Carrier Air Conditioning Com- 
pany, Syracuse 1, New York. In 
Canada: Carrier Air Conditioning 
Ltd., Toronto. 
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Despite continued s in the economy, some high up 
in the Administration are voicing the jodie try line that 
workers’ wages are the basic cause of inflation and that 
the big need is to fight such inflation. As part of this, the 
old anti-labor “wage-price” spiral is being revived as 
major labor-management negotiations get under way. 

Treasury Sec. Douglas Dillon recently proclaimed be- 
fore the national meeting of the Advertising Council that 
the greatest threat to the U. S. dollar “inflationwise” is 


Presidential Asst. W. W. Rostow 


the “wage-price spiral.” 
question is whether we 


told the same meeting that the “c 
can exercise discipline without wage and price controls.” 


The real question is entirely different. It is 
whether the U.S. economy can produce jobs and 
rising living standards for the American people. 
It is whether today’s rapidly advancing technol- 
ogy shall be translated into better wages and 
greater security for the American people or 
whether it shall again mean extremes of wealth 
and poverty in the United States. 





A look at the record shows that there has been little 
inflation of any kind in the U. S. in recent years, despite 
the ready alarms sounded off every time a wage increase 


LABOR 


wose Restraint Not Required 





increases are somehow “evil,” but that income derived 
from managerial salary, high interest rates, professional 
services, land or stock market speculation and profits is 
non-inflationary and good for the nation. It would be 
well to note where this is leading. 

Latest figures on income distribution show that U. S. 
families having incomes of $10,000 or more—about 17 
percent of the total—had 41 percent of all personal in- 





Same Old Squeeze 








Will unions ease up 
on wage demands? 


Walter Reuther of AFL-CIO Industrial Union Dept. says 
no, despite Administration’s call for restraint. But others 
foresee more and firmer government intervention 


On page one of last month’s AFL- 
CIO Industrial Union Dept. Bulle- 
tin (above), union officials detail 
their complaints against “anti-union” 
statements of Kennedy Administra- 
tion economists who urge restraint 
in collective bargaining. 

The article did not specifically 
mention current auto industry con- 
tract negotiations in Detroit, but the 
Bulletin is the voice of Walter Reu- 
ther and some 70 unions encom- 
passed by AFL-CIO’s _ industrial 
union division. Reuther himself has 
privately complained to Administra- 
tion leaders about their position on 
wages and prices. 

This, however, was before Pres. 
Kennedy took to the television waves 
last week to detail the current crisis 
in Berlin and the U.S. countermoves. 

Raises still sought. The Presi- 
dent’s action did not change organ- 
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ized labor’s determination to press 
for higher wages. On the contrary, 
Reuther said the UAW did not in- 
tend to modify its demands on auto 
makers or any other employers. He 
added, “We as good Americans will 
meet our obligations.” 

What these “obligations” will be 
is anybody’s guess at this point. But 
even before a clearer picture of the 
Berlin situation develops, the coun- 
trys emergency state is likely to 
dampen union negotiations in the 
months ahead—not just in auto bar- 
gaining but perhaps more im- 
portantly in the industrywide steel 
talks that will open next spring. 

“We're not ready to give up at 
the bargaining table,” one AFL- 
CIO official noted. “But we can’t kid 
ourselves. This makes it harder to 
get tough with talk of strikes to 
support our demands.” 


Actually, the new partial mobili- 
zation may help assure a quiet set- 
tlement in the Detroit auto _ne- 
gotiations. Administration leaders, 
including Labor Secy. Arthur Gold- 
berg, have believed all along that 
1961 auto talks would end peace- 
fully. Now they can be more opti- 
mistic than ever. 

More tripartitism. The emergency 
status of the country is expected to 
mean more use of federal fact-finding 
and emergency boards—more tripar- 
titism—in critical labor disputes. 
Acting for the Administration, the 
Labor Secretary has put the govern- 
ment in the center of railroad, air- 
lines, and missiles labor-management 
disputes. Even before the Berlin crisis 
worsened, Goldberg said the na- 
tion’s critical status in the world re- 
quires peaceful labor settlements in 
major industries—if necessary, with 
government help. 

The extent of government inter- 
vention in labor disputes already has 
brought a complaint—and a warn- 
ing—from one top AFL-CIO official. 
Joseph A. Beirne, president of the 
Communications Workers of Amer- 
ica, said recently: 

“In the few months since the Ken- 
nedy Administration took over the 
reins of our federal government, we 
have seen more top-level labor-man- 
agement representatives yield to 
government solutions of negotiating 
problems than we had seen for a 
decade. 

“Furthermore, if predictions made 
in Washington are accurate, Pres. 
Kennedy's aides are preparing to 
move into the field of collective bar- 
gaining in a way that will make 
everything up to now seem mild.” 


‘“‘Spoon-fed bargaining.’”” What 
Beirne describes as “spoon-fed bar- 
gaining” may, indeed, be in the off- 


ing if the crisis grows worse. 

Unmistakable signs of reaction to 
this can be found in Detroit auto 
bargaining. Big Three negotiators 
and UAW are concerned over the 
possibility of terms “fed” from out- 
side. Determined to write their own 
terms in direct bargaining, the nego- 
tiators now appear hea ed toward 
intensive efforts—and reluctant com- 
promises—to avoid any showdown 
on contract terms. 

Avoiding deadlocks. This isn't true 
only in the auto industry. Unions en- 
gaged in bargaining or due to go to 
negotiating tables this year want 
gains, in money and in job security. 
But, with very few exceptions, they 
show a bargaining flexibility that 
should lead to settlements—not walk- 
outs. 

The one glaring exception now is 
in the maritime industry. An 80-day 
Taft-Hartley injunction ended a ship- 


LABO: 95 





5 aS es SS _ ae ee ee 


ai ae SAS AS AS 


sa 2 oy 


_—- 















































4 CLEAN Me cialiste J 
> FOR AMERICAN INDUSTRY 


96 
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SOUND WAVES GET 
PRECISION PARTS 
CLEANER, FASTER 





When Detrex developed Soniclean” (ultrasonic 
metal cleaning) it provided manufacturers of 
missiles and other precision products with an 


amazingly efficient new cleaning process. 


In Soniclean equipment either aqueous or chem- 
ical solutions are agitated by high-frequency 
sound waves—penetrating apertures and pas- 
sages which were difficult or impossible to 


adequately clean with previous methods. 


Soniclean is only one of many Detrex advance- 
ments that has brought new production effi- 
ciency and manufacturing economy to 


American industry. 


* 


Write today for detailed information on our products or services. 


Perm-A-Clor® NA (trichlorethylene) | Vapor Generators 


Solvent Degreasers Phosphate Coating Compounds 
Ultrasonic Equipment Paintbond Compounds 

Aluminum Treating Compounds Extrusion and Drawing Compounds 
Alkali and Emulsion Cleaners Spray Booth Compounds 


Rust-Proofing Materials Industrial Washers 
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ping strike a month ago. Little or no 


progress has been made toward a 
contract settlement since then, and 
the unions warn of a new walkout 
Sept. 21, when the federal injunction 
runs out. 

While intervention may be an ef- 
fective pressure for negotiated set- 
tlements, it also places a ceiling on 
the demands that union officials 
make. Visions of an industrywide 
strike bother them, as much as man- 
agement, at a time when the country 
is in trouble. 

Pres. Kennedy noted in his mobili- 
zation call that the relative stability 
of wages and prices, if maintained 
voluntarily, might avoid the neces- 
sity for further federal action in the 
form of wage and price controls. 
This should tend to hold down nego- 
tiated wage settlements, so far run- 
ning nearly one cent below the aver- 
age in 1960 (BW—Jul.29°61,p70). 

Forewarnings. From now on, la- 
bor-management negotiators will 
take more than an occasional look 
over the shoulder at Washington. 
They know that real trouble with the 
Soviets might bring on quick wage 
price controls. The hanging question 
is what might happen in a hotter 
cold war. 

Goldberg, as the President's top 
labor adviser, has more than once 
indicated his thinking. In a real 
emergency period, he wants the 
Administration sitting in on critical 
negotiations—not just as an observer 
but as a participant. 

His favorite approach is modeled 
after that of the World War II War 
Labor Board; the tripartite WLB 
set the boundaries for wage increases 
achieved by the parties through bar- 
gaining under a “no strike” pledge 
by labor and a “no lockout” pledge 
by management. 

A typical example of the Goldberg 
method is his Missile Sites Labor 
Commission, which oversees labor 
disputes on the nation’s 21 missile 
bases. The commission, composed 
of contractors and manufacturers as 
well as labor and federal officials, 
sets guidelines for wage and jurisdic- 
tional settlements and handles dis- 
putes as they occur (BW—Jul.29’61, 
p70). 

The missile labor program could 
be significant, as a possible pattern; 
it actually is built on the premise of 
an all-out emergency, since it in- 
volves direct defense work. Other 
labor-management relations do not, 
as yet at least, come so specifically 
in such a defense category. Never- 
theless, the government has fore- 
warned both sides that if they fail to 
bargain responsibly, the Administra- 
tion has effective machinery that can 
be set up quickly. End 
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push the button 
and copies flow! 
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i Paul McVicker, right, head of engineering records and reproduction at Chrysler Corporation Mis- 

sile Division, points out to assistant, Jerry Cracchiolo, the high quality and contrast of a xerographic 
| print reproduced by a Copyflo® 24 continuous printer (inset, right) from a microfilmed copy of 
| original drawing. Each microfilm frame is mounted in a die-cut aperture of a data-processing card. 


Chrysler speeds missile-drawing reproduction 
| through xerography and unitized microfilm 


The Chrysler Corporation Missile Divi- 
sion, prime contractor for the U.S. 
Army-developed Redstone and Jupiter 
ballistic-missile systems, is using a 
highly developed unitized microfilm 
system to speed the reproduction of 
thousands of different engineering 
drawings daily. 

In a unitized microfilm system, origi- 
nal drawings are microfilmed and the 
individual microfilm frames mounted 
in die-cut apertures of data-processing 
cards. From the cards, dry, positive 
prints ready for immediate use can be 
turned out automatically by xerogra- 
phy on a Copyflo 24 continuous printer. 
The cards are maintained in a com- 
pact, readily accessible file. 


At Chrysler, more than 3% million 
drawings have been microfilmed and 
mounted! 

The Copyflo 24 continuous printer 
operates on the electrostatic principles 
of xerography, and at a reproduction 
speed of 20 linear feet a minute. It en- 
larges microfilm frames to a maximum 
width of 24 inches on ordinary paper. 
The quality of reproduction is superb. 

Chrysler’s unitized microfilm system 
has achieved great economies in time, 
money, space, and materials. Working 
files, for instance, have been reduced 
as much as 95%, since aperture cards 
occupy only a fraction of the space 
needed for original drawings or con- 


. ventional reproducibles. 


You needn’t have reproduction vol- 
ume like Chrysler’s to attain propor- 
tionate savings. You can set up your 
own unitized microfilm system on a 
modest scale that can provide signifi- 
cant savings. Why not let us show you 
how you can speed paperwork du- 
plicating and save money? Write to 
XeEROx CorporaTION (formerly Haloid 
Xerox Inc.), 61-27X Haloid Street, 
Rochester 3, N. Y. Branch offices in 
principal U.S. and Canadian cities. 
Overseas: Rank-Xerox Ltd., London. 


XEROX 


CORPORATION 





In labor 


Little action on the auto talks front; 
AMC profits offer provides only fireworks 


There was drama and drudgery in auto negotiations 
this week, but not much progress toward new con- 
tracts. American Motors Corp. provided the drama 
with a surprise profit-sharing offer. The drudgery was 
in continuing technical subcommittee meetings. Big 
Three negotiators were still two to three weeks away 
from important economic trading. 

The AMC proposal caught Big Three managements 
and the United Auto Workers off balance. The major 
companies are basically opposed to profit-sharing. 
UAW has wanted it in the past—but it objects to the 
way AMC has packaged its plan. 

American Motors would discontinue annual improve- 
ment factor and cost-of-living clauses in its contract 
and give, instead, a flat 7¢-an-hour increase in pay 
every year of a three-year contract. Improvement factor 
and c-of-] increases have averaged several cents more 
than that annually. 

However, at the end of each fiscal year, AMC would 
subtract 10% of its net worth for the year from profits 
before taxes, then would earmark 10% of the remainder 
for a profit-sharing fund—to be used at UAW option 
for cash bonuses for AMC’s 23,000 hourly paid em- 
ployees or for fringe supplements. 

For the fiscal year ending this Sept. 30, such a fund 
could mean 8¢ to 10¢ an hour for AMC workers. 
A first-year windfall of $3-million, transferred from a 
UAW-AMC joint insurance fund, could add a few more 
cents this year only. 

The company bars further increases in fringes this 
year if this plan is adopted. It says pension and other 
gains would have to come through the profit-sharing 
plan. 


Farm equipment makers, packers 
dickering on union demands 


The focus is on auto bargaining in Detroit, the most 
important negotiations of 1961, but contract talks in 
other key industries bear watching in the next month 
or two as bargaining reaches a peak for the year. 

The United Auto Workers this week opened negotia- 
tions with farm equipment manufacturers with contracts 
covering 100,000 UAW workers. Present agreements 
run out Oct. 31. The union’s demands include a shorter 
work week without loss of pay and annual salaries 
rather than hourly wages. 

The United Packinghouse Workers and the Amalga- 
mated Meat Cutters & Butcher Workmen are negotiat- 
ing with major packers, with job security the principle 
demand. They’re asking for a shorter work week, but 
the UPW has suggested an alternative: a 13-week 
paid leave of absence—or sabbatical—every five years 
to give workers time to “take courses and educate them- 
selves.” 
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The Cement, Lime & Gypsum Workers has just 
about wound up contract bargaining in the cement in- 
dustry. Two-year agreements covering some 27,000 
workers in 135 plants have an estimated 24¢-an-hour 
“package” cost—a 6¢ raise this year and 8¢ more in 
1962, and fringe gains valued at 10¢ an hour. 

A new clause gives a displaced worker the right to 
“bump” any worker with less seniority and to be 
given—if necessary—30 days training with pay for the 
new job. If the plant is closed permanently, workers 
may apply for preferential hiring at any other plant 
of the same company. 

The United Steelworkers and the Kennecott Copper 
Corp. extended existing contracts early this week to 
avert a strike Aug. 1. Kennecott has offered USW the 
terms accepted by the Mine, Mill & Smelter Workers: 
a one-year contract with a 7¢ wage increase and fringes 
valued at about 3¢ an hour. 


Philadelphia manufacturer loses round 
in fight over move to low-wage area 


An arbitrator’s award that could cost a Philadelphia 
blouse manufacturer $432,000 is the latest in a spate 
of legal decisions tending to limit employers’ freedom 
to move to low-wage areas (BW—Jul.22°61,p104). 

The arbitrator ordered Sidele Fashions, Inc., to resume 
Philadelphia operations by Sept. 10 and continue them 
through January, 1963, the expiration date of the cur- 
rent contract between the Fashion Apparel Manufac- 
turers Assn. of Philadelphia and the International 
Ladies’ Garment Workers’ Union. The contract was 
signed several weeks after Sidele closed its Philadelphia 
plant and moved “surreptitiously” to Ware Shoals, 
S. C. 

If the employer declines to return, he must pay 
$179,000 to the ILGWU to cover health and welfare 
and retirement payments through January, 1963, and 
another $175,000 to cover dues payments for the next 
20 years. As in the Brooks Shoe Mfg. Co. case (now 
on appeal), the arbitrator based the 20-year figure on 
the company’s 20 years of past bargaining relations 
with the union. 

Whether or not he returns, the employer must pay 
215 former employees in Philadelphia $65,000 to cover 
wages lost during the remainder of the previous con- 
tract, and ILGWU $13,000 to cover health and welfare 
and similar payments during the same period. 

The arbitrator ruled under a long-standing contract 
clause barring plant removals. He said that Sidele used 
subterfuge to violate the clause instead of negotiating 
the move with the union. 

ILGWU officials confirmed that a number of North- 
ern garment manufacturers have negotiated authoriza- 
tions to open Southern plants. These operate under 
union contract, with wages pegged to the local union 
scale, they said. 

The Sidele case is also before the National Labor 
Relations Board (BW—Nov.26°60,p69). 
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How military 
buildup will hit 
your family 


Greetings from 
the draft board 


When reserves 
go into action 


Personal business __ Bit 


August 5, 1961 


The nation’s new defense mobilization may have an early effect on your 
son’s military obligation—or perhaps even your own. 

Enlistment stations, induction centers, and local draft boards have been 
ordered to gird for the heaviest rush of business since Korea. 

But despite the headlines, Washington’s call-up plan isn’t so drastic as it 
appears at first glance. These are the important points to note: 

" Even if you're in the ready reserves or the National Guard, chances are 
only about 1 in 10 that you will be called back to uniform. 

= If a member of your family is of draft age (18 through 26), he faces the 
same basic rules that have been in force since the Korean truce in 1953. For 
the moment, at least, there will be no dramatic change on such matters as 
educational deferments. 


The plan is to boost the size of the armed forces—now 214-million—by about 
9%. First, the Pentagon will try to lure as many volunteers as possible. So 
you will probably be hearing added fanfare for enlistment. Then will come 
increased draft calls. Finally, there will be a call for specially trained 
reservists, both individually and in units. 

In the last few years, monthly draft calls have averaged 6,000 men. 
Recently they went up to 8,000. In the months ahead, these quotas will be 
doubled and then tripled. 

Lately, the average draft age has been 2314, but draft boards now are 
expected to dip heavily into the pool of men 18 through 22. 


However, Selective Service so far sees no early change in deferment 
policies. Annual deferments will continue to go to young men with critical 
skills (scientists, engineers, and such) in essential industries (companies 
working on military, atomic, and space contracts). College students, Reserve 
Officer trainees, and fathers will also be deferred as before. 

But married men with no children—and no earlier service—may get their 
greetings from the President. 

If a man receives a draft call, he will have at least three weeks to arrange 
his personal affairs. Then he'll go in for a two-year tour—or he may be able 
to serve six months and transfer to the ready reserves. In the ready reserves, 
each year he must attend 48 drills or training sessions and serve up to 17 
days on active duty. 


Now, of course, a reservist may face more than the weekly drills and 17-day 
stints on active duty. 

The President this week got authority to call up 250,000 reservists this 
year for up to 12 months, to retain some reservists up to one year longer 
than their present commitments, and to extend training periods for all. 

This applies to National Guardsmen, too; the Guard is considered part 
of the ready reserves. 

If a man has standby reserve status, however, he can’t be called, under 
either present or pending regulations. 

Congress wants the first recalls to be distributed among the 1.1-million 
ready reservists who are on drill-pay and the reservists who have served 
only six months on active duty. 
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Personal business continued 


Likely targets for the earliest calls: men in Air Force troop carrier and 
tactical fighter squadrons and in Navy anti-submarine warfare. The 
Pentagon already has alerted for possible duty 71 Air Reserve and Air 
National Guard units. 

The Army will want some units and men with special training to fill out 
under-strength combat divisions. But the Marine Corps probably won’t draw 
any men from its reserve. 


With most established policies remaining on the books, a young man turning 
18 will still have about 30 different ways to approach his military service. 

These choices range from a two-year draft and a total six years of obliga- 
tion to an annual 11 weeks in the Air National Guard with reserve status 
continuing until age 28. 

Should he enlist or wait to be drafted? What about planning to become an 
officer? For frank answers to such questions—and a concise, updated review 
of all the service alternatives—consult You and the Armed Services, by 
S. Z. Gleaves and L. T. Wertenbaker (Simon & Schuster, paperback, $1.25). 


With Africa’s myriad countries making news daily, you may want a program 
to follow the action and keep the cast of political characters straight. 

As a starter, breeze through journalist James Cameron’s The African 
Revolution (Random House, $3.95), which clarifies the problems swiftly 
and entertainingly, country by country. Africa Speaks about itself and its 
political goals in essays by such nationalist leaders as Ghana’s Kwame 
Nkrumah and Rhodesia’s Sir Roy Welensky—edited by James Duffy and 
Robert Manners (Van Nostrand, $4.95). Heavier going, the work of German 
scholar Janheinz Jahn, Muntu (meaning “man” in Bantu) traces Africa’s 
own culture, from dance to divinities (Grove Press, $5.50). 

For a picture of political chaos and who started it, read Colin Legum’s 
Congo Disaster (Penguin, 85¢). Traveling through Africa? Robert S. Kane’s 
408-page Africa A to Z covers everything from airlines to Zanzibar’s House 
of Tipoo, plus historical background (Doubleday, $4.95). 


There may be bad news for duck hunters this fall. They had been hoping 
for a longer shooting season and a bigger bag limit. But the Dept. of Interior 
is under pressure from conservationists to close the season entirely, on the 
ground that the duck population is dwindling fast. 

Interior, reportedly reluctant to go this far, promises definite word soon. 

One straw in the wind is a pessimistic report from a Fish & Wildlife 
Service official on conditions in major breeding areas of the Northwest and 
the Canadian prairies. 

On the cheery side, goose prospects are good, and there’s no talk of a 
closed season. But these kings of waterfowl are not so widely distributed 
as ducks, of course. 


After mid-September, only $100 worth of your foreign purchases will be 
duty-free when you come back from a trip, instead of the present $500 allow- 
ance. Legislation lowering the figure has been cleared by Congress, and 
signing by the President is imminent. 

Exception: Tourists returning from the Caribbean will be allowed $200 if 


at least $100 of the purchases were made in the Virgin Islands. 
Contents copyrighted under the general copyright on the Aug. 5, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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IRS tax stand frets oilmen 


Decision to review treatment of property sales—the 
so-called ABC deals—irks industry, which 
fears higher levies for some, curtailment of transactions 


Nothing strikes an oilman so hard as 
a jab at his privileged tax status. So 
it’s little wonder that the oil industry 
has been thrown into a tizzy over 
the Internal Revenue Service's de- 
cision to review its tax treatment on 
the traditional method of selling oil 
producing —_ properties—familiarily 
known in the industry as ABC deals 
because normally three parties are 
involved in them. 

Traditionally, the seller in ABC 
deals has paid taxes at the 25% capi- 
tal gains rate on income from the 
sale of reserved oil payments he re- 
ceives for the property. Now IRS 
suggests he may be required to pay 
ordinary income rates. The result 
could be not only higher taxes for 
some companies and individuals in- 
volved, but also a sharp slowdown 
in oil property transactions. 

IRS says a final decision is months 
away, and it has asked oilmen to file 
comments; it also says it may call a 
conference on the subject. In the 
meantime, it will issue no further 
rulings on ABC transactions. 

Troubles pile up. This has thrown 
the industry into complete confusion 
—a number of big deals have been 
shelved, and others in the negotia- 
tion stage are floundering. It could 
be the precursor of other IRS re- 
examinations of its capital gains 
rulings and strengthen the sentiment, 
already existing in Congress, to re- 
vise and restrict the capital gains 
sections of federal tax law. 

Oilmen contend that the ability to 
convert assets into cash has been 
the backbone of independent opera- 
tions for years, and a drastic change 
would be ruinous. Theres’ a chance, 
too, that pipeline companies seeking 
new reserves also will be hurt. 

The oil industry is mustering its 
forces against a change. For more 
than 15 years, owners or holders of 
mineral rights on _ oil-producing 
properties have been realizing long- 
term gains on sales through ABC 
deals. The oil industry has been rid- 
ing a fresh wave of production sales 
as a result of its production and 
marketing problems, and oilmen 
claim that doing away with capital 
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gains tax treatment would alter the 
industry's whole setup. According to 
Texas Mid-Continent Oil & Gas 
Assn., any “radical change in tax pol- 
icy .. . will tend to freeze the activi- 
ties of many operators, particularly 
the independents and smaller com- 
panies.” 

Deals postponed. Even the threat 
of a change has brought a number of 
deals to a halt. Honolulu Oil Corp., 
for example, was just about to wrap 
up its liquidation and the sale of its 
assets to Pan American Petroleum 
Corp. and Tidewater Oil Co. for 
$361-million until IRS—with side as- 
sistance from the Justice Dept.— 
threw up its roadblock. 

To finance the acquisition of oil 
properties and other assets, Tide- 
water, Pan American, and Honolulu 
arranged for oil production payments 
with 10 other outfits. Now Honolulu 
has had to postpone the deal. 

Another big transaction that may 
be at stake is sale of Republic Nat- 
ural Gas Co. to Socony Mobil Co., 
Inc., for $150-million. Mobil would 
put up $40-million in cash, and Re- 
public would net the rest through 
sale of oil and gas production pay- 
ments to third (and as yet unnamed ) 
parties. W. H. Wildes, chairman of 
Republic, doesn’t think the planned 
sale will be affected, since the com- 
panies filed before IRS’ announced 
decision to review ABC deals. IRS 
says any rule change will not be ret- 
roactive, but it isn’t tipping its hand 
on the cutoff date. 

Three-way deal. Briefly, this -is 
how an ABC deal generally works: 

A, an oil concern, has certain oil 
properties it wants to sell. It sells 
them to B, a drilling company, for 
say, $2-million. B pays part cash (say 
$500,000) and part in a contract for 
production payments; as B drills, he 
will pay off the $1.5-million balance 
by turning over to A 80% of the pro- 
ceeds of the oil sold. 

However, A doesn’t want to wait 
that long for his money. So he sells 
the production payments contract to 
C, which could be a group of private 
investors, at a discount, say, of 20%. 
Thus, B ends up paying the produc- 


tion payments to C, which gets about 
$300,000 for financing the deal. 

Tax angle. As the tax treatment 
now stands, A would pay the 25% 
capital gains rate on both the $500,- 
000 he receives from B and $1.2- 
million received from C in the sale 
of the reserved production payments. 

Obviously, the tax treatment has 
a major bearing on the sale price. 
For this reason, those about to enter 
ABC deals requested—and received 
—from IRS a ruling on the appli- 
cability of long-term capital gains. 
And since 1945, IRS has been giving 
its O.K. to such deals. 

Now some IRS men take the posi- 
tion that the $1.2-million does not 
represent sale of an asset, but is an 
assignment of future income for im- 
mediate cash. In a 1958 ruling, the 
Supreme Court held that profit taken 
under a similar assignment was or- 
dinary income. If this was applied to 
ABC deals, A should pay regular 
income rates. For a corporation, this 
would mean a 52% tax rate. 

IRS reconsiders. IRS is no longer 
making rulings on proposed ABC 
deals. Instead, it is reconsidering its 
whole position. The only comfort to 
oilmen is that if a change is made 
so that money paid by C to A is tax- 
able at regular rates, such a ruling 
wont be retroactive. 

Oil attorneys are confident that a 
bona fide sale of assets—one in 
which all interests are transferred in 
a clear-cut manner—will be treated 
on a capital gains basis. But many 
believe another court decision may 
be in order. 

They agree that favorable tax 
treatment is the heart of the ABC 
transaction, but they insist that as 
long as an ABC deal is handled at 
arm's length it is not tax evasion. 
For example, reserved payments 
should not last through the life of 
the producing well, nor should they 
be so large a percentage of the pro- 
duction that the buyer must operate 
at a loss during the payout period. 

Everybody wins. Obviously, ABC 
deals have caught on because they 
offer something to each party in- 
volved. Sellers sometimes are indi- 
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All of the "easy to find" gas and oil fields were discovered 
many years ago. The search today goes deeper into the earth and 
extends over ever-widening areas. New discoveries are being 
made and efficient production techniques and tools are making 
larger reserves of gas and oil available. Our company's explo- 
ration and production activities reach into swamp and marsh 
country; out into the treacherous waters of the Gulf of Mexico; 
into dry, desolate areas; across mountains and plains. Whatever 
conditions may be, whatever the 

terrain—if prospects exist for UNITED 

gas and oil production United 
Gas will be there! 


SERVING THE GULF SOUTH 





CORPORATION Headquarters, Shreveport, La. 
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viduals or small firms that can't 
operate a big well properly. In other 
words, they're small companies that 
have built up assets slowly through 
the years, and now want to cash in 
on their efforts before they're swept 
away by competition. 

Buyers can acquire a good prop- 
erty for a relatively small invest- 
ment. Under present tax rules, if the 
buyer bought the property by ob- 
taining a mortgage he would have to 
pay taxes on his gross production. 
But by employing production pay- 
ments, he pays no tax on that portion 
of production he uses to pay off debt. 
Investors that provide the financing 
10t only get a tidy sum for their 
efforts, but get favored tax treatment 
on the proceeds of production pay- 
ments. 

Hand forced. IRS formally an- 
nounced that it was considering a 
change in mid-July, but it had sus- 
pended the issuance of ABC rulings 
earlier. Agency officials freely admit 
that the cessation of rulings and con- 
sequent inquiries and pressures from 
Congress forced IRS to make a pub- 
lic announcement rather than to pro- 
ceed quietly toward a new deter- 
mination. 

Actually, the natural resources sec- 
tion of IRS, which historically has 
dealt with tax matters pertaining to 
the oil and mineral industries, is not 
handling the case. Instead, the office 


of IRS commissioner Mortimer M. 
Caplin is giving the issue all the 
attention of a major policy matter. 

Test case. Although the industry 
believes that the Honolulu deal set 
IRS to thinking anew of its position 
on such transactions, agency officials 
say their decision to review stemmed 
from the 1958 U.S. Supreme Court 
decision. 

In that case, the court held that 
the proceeds of the sale of a “carved 
out interest” in production should be 
taxed as ordinary income. The court 
reasoned that the sale was an assign- 
ment of future income, not a capital 
conversion. While the Lake case did 
not directly involve an ABC deal, 
the court’s view was similar enough 
to stimulate some new thinking at 
IRS. 

On tenterhooks. The new review, 
therefore, cannot be attributed to 
Caplin alone, although it is obvious 
that he has spurred its considera- 
tion, and very probably will play a 
major role in the new decision. Be- 
fore issuing any new ruling, Caplin 
will confer with his superiors in the 
Treasury Dept., and they undoubt- 
edly will convey IRS views to the 
White House, if only informally, and 
to Congress so it will take some time, 
probably six months, before the oil 
production industry will again know 
the rules, with amendments—if any 
—of their game. 


Small business pays 
penalty of ignorance 


Study by SBA shows management fails to apply rules 
of accounting controls and financial analysis, 
wasting money and paying through the nose for borrowings 


What small businessmen don’t know 
about the rudiments of financial con- 


trols and accounting would fill a. 


business bookshelf. That’s the con- 
clusion developing from a series of 
field projects sponsored by the Small 
Business Administration. 

SBA’s reports are building up a 
formidable file on the small busi- 
nessman. These show he is surpris- 
ingly ignorant of accounting and 
financial controls. Moreover, he 
fails to obtain financial management 
advice from the outside sources 
available to him—from his bank, 
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trade association, accountant, or the 
government. 

SBA wants the small businessman 
to realize that what he doesn’t know 
will hurt him. It finds that the small 
businessman doesn’t use his financial 
statements, usually prepared by an 
outside accountant, to guide him in 
financial management. Rather, he 
considers them necessary evils, pro- 
duced soley to satisfy government 
regulations and creditors’ requests. 

Range of survey. In its surveys, 
SBA did not attempt to plumb the 
lowest depths of small business. It 


concentrated on manufacturers with 
50 to 250 employees and non-manu- 
facturing companies with a net 
worth of $20,000 to $200,000. Unlike 
the smallest businesses, the com- 
panies surveyed showed survival fit- 
ness; more than 90% of them had 
been in business at least five years. 

If sheer survival is the criterion 
for success, these businesses have 
succeeded. But SBA is building up 
a convincing body of documentation 
that they have succeeded in spite of 
their ignorance. Further, the studies 
suggest that these small businesses 
have passed the point where their 
owners can keep books in their 
heads, where their cash flow can be 
gauged by a peek at the checkbook 
or their inventory levels determined 
by a look in the stockroom. 


1. What they don’t know 


In its studies, SBA consistently 
encountered a basic lack of training. 
For example, 39% of managers, 
35% of the full-time bookkeepers, 
and 60% of the part-time bookkeep- 
ers had never had any courses in 
accounting or finance. Nor was this 
lack of formal training compensated 
for by understanding gained infor- 
mally. “The manager is interested in 
financial ratios, but admits he sees 
little use for them when revenues 
exceed expenses,” says a typical quo- 
tation. Another direct quotation: 
“My biggest criticism of financial 
ratios is that they don't stimulate 
sales volume.” 

Don’t use data. These responses 
also show that, even if small busi- 
nesses develop financial information, 
they fail to make use of it. They 
merely do routine bookkeeping. 

There’s a disturbing irony to the 
small businessman’s turning out 
neatly balanced columns of sterile 
figures. The most useful manage- 
ment financial tools—those of finan- 
cial ratio analysts—can be applied 
directly to standard balance sheets 
and income statements. 

Almost at a glance, small busi- 
nessmen could get readings on: 

Turnover—by comparing sales to 
inventory. 

Profit ratios—by comparing net 
income to sales. 

Return on capital—by comparing 
net income to net worth. 

Creditworthiness—by comparing 
current assets to current liabilities 
or comparing cash plus receivables 
to current liabilities. 


Il. How it hurts them 


In dealings with others, this funda- 
mental management ignorance hurts 
most in the credit area. SBA sur- 
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These labels can’t come off 


They’re facsimile labels. You print them directly 
on cartons. Saves cost of real labels. Faster than 
brush stenciling. Cuts shipping losses. 


Here’s a fast, systematic way for ad- 
dressing multiple shipments. In one easy 
motion, you can imprint both a facsim- 
ile label and customer’s address di- 
rectly on a carton. 30 to 40 cartons can 
be addressed in a minute. No label to 
type or apply; no ink brushes and sten- 
cilboards to wield. Facsimile labels are 
sharp and clear, yet.can be easily blocked 
out for re-handling by consignee. 

All that’s needed is a Weber hand- 
printer and Kustom-Kut stencil. Sten- 
cils are die-cut with facsimile of your 


FREE BOOKLET TELLS SAVINGS STORY! 
Write today for the new booklet—‘‘Now it’s Touch Stenciling’’ 


Weber Marking Systems : 

Div. of Weber Addressing Machine Co., Inc., Dept. 15: 
Weber Industrial Park 

Mount Prospect, Illinois 


label. All you do is type the customer’s 
address on the stencil and attach to the 
printer. Fast, neat, systematic and in- 
expensive. Write for full details on the 
Weber Facsimile-Label System. 


Good for product identification marking too 
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veyed the three most likely sources 
of credit—trade suppliers for credit 
on inventory, banks for other short- 
term needs, and banks and other 
sources for long-term expansion capi- 
tal—and found all three sources hesi- 
tant to extend credit to small busi- 
nesses. All three cited insufficient 
financial information and lack of 
management financial control as ma- 
jor causes for their hesitance. 

These deficiencies cause banks to 
raise rates and turn down a high 
number of loan applications for 
short-term financing. As a conse- 
quence, small businesses turn to 
finance companies and other sources 
for much of their short-term credit— 
and pay for it in the form of higher 
interest rates. 

Their failure to acquire financial 
knowhow hurts most when it comes 
to long-term financing. Most small 
businesses studied by SBA are too 
big to rely on the owner’s own re- 
sources and too small or unseasoned 
to attempt a public stock issue. Banks 
rejected three out of four requests 
from these companies for long-term 
capital. Thus, most of these com- 
panies must rely mainly on retained 
earnings for long-term capital, a 
factor that restricts their growth 
rates. 

Costly lapses. Inside their own 
businesses, managers of small com- 
panies seem hobbled by their lack of 
accounting sophistication. SBA pin- 
pointed several sore spots where ac- 
counting ignorance costs many small 
companies money: 

« In determining whether or not to 
accept a large order at a lower price 
(a problem calling for breakeven 
analysis ). 

« In deciding whether to add or 
drop products (a problem in cost 
allocation ). 

« In deciding whether to purchase 
or make component parts (a ques- 
tion of cost accounting ). 

Defenseless. In addition, SBA 
could have written a volume of hor- 
ror stories about managements that 
have been robbed blind by dishonest 
bookkeepers who do understand 
what they are doing. A small busi- 
ness manager who fails to under- 
stand the rudiments of financial 
analysis probably also lacks the 
knowledge to protect himself against 
the rigging of an_ infrequently 
audited accounting system. 

Stating that it’s “very concerned” 
by its findings, SBA plans to work 
up some more glamorous ways to 
teach accounting to the managers 
who have shunned formal education. 
It is preparing manuals for specific 
industries and trades, a series of TV 
programs, and a small businessman’s 
business game. End 


BUSINESS WEEK August 5, 1961 





NTO Raa 








es 








(GOODFYEAR)» 


ADVANCED WEAPONS TRAINING: Another Prime Capability of Goodyear Aircraft 





Inside Look at Outer Space: GAC has the capability to design a trainer which simulates an outer-space environment for tomorrow's astronauts. 


Prepare an astronaut for the experiences of space flight before launch? It is possible 
DRESS REHEARSAL at Goodyear Aircraft Corporation (GAC). For at GAC can be found the skills to design 
and develop the most advanced weapon system trainers, the facilities to produce 
FOR THE them, the experience to perfect them. 
Today, working with the U.S. Naval Training Device Center, these skills, facilities, and 
RIGGEST SHOW experience factors are being utilized in building weapon system trainers for two of 
the Navy’s most advanced aircraft—the A2F Intruder and the W2F Hawkeye. 


ABOVE FARTH | Tomorrow we expect to be called upon to produce trainers for other complex systems. 
? Whether the training is for missions below the seas, above the earth, or in the outer 


reaches of space, you'll find GAC ready. 


Creative Engineers and Scientists — if you are looking for = 
a challenge in these fields contact Mr. Charles G. Jones, 
Director of Technical and Scientific Personnel 


GOODYEAR AIRCRAFT CORPORATION 
Plants in Litchfield Park, Arizona, and Akron, Ohio 





GAC-designed simulator-trainer for Navy’s A2F Intruder duplicates 


GAC is one of.the prime suppliers of. classroom radar trainers — 
At) -4a) @-lale me ¢- lod dlot-Modar-1e-[oh¢-1ak-] lose 


similar to the one depicted here — tor the U.S. Navy 
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DE LAVAL * 6O YEARS OF CREATIVITY AND QUALITY 


CENTRIFUGAL PUMPS AND COMPRESSORS e TURBINES e IMO® ROTARY PUMPS AND HYDRAULIC MOTORS 
MARINE PROPULSION AND AUXILIARY EQUIPMENT e HELICAL AND EPICYCLIC GEARS e TURBOCHARGERS 





Electricity remains ‘‘America’s biggest bargain"’ 

because of the applied engineering ingenuity of the 

nation’s electric utilities and their suppliers. Case in 

point: the planned installation of high-capacity 

De Laval boiler-feed pumps at a prominent utility. 

For the first time in a U. S. utility, boiler-feed pumps 

will be driven through the governor end of the main 

steam turbine-generator. Costly energy-conversion 

processes will be eliminated; more electricity will 

be available for sale. The utilities will gain another 

tool in their continuing effort to hold the line on cost, 

Whether you have giant boilers to feed, or other 

problems involving rotating machinery, De Laval 

engineering ingenuity can help. | 
De Laval Steam Turbine Company, Trenton 2, N. J. 
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This is where a sampling of women did their buying for... 
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Percent 


*includes chain department stores and lower-priced specialty stores 


Data: Perry Meyers, Inc. 
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© Business Week 


Why shoppers like discount stores 


Small-scale survey indicates extent to which discounters 
are gaining customer acceptance. But conventional 
retailers still hold the edge on some merchandise categories 


The battle over the discounters’ place 
in the marketing scheme is getting 
hotter and hotter. 

E. J. Korvette, Inc., a giant in the 
field, dramatized the situation by 
announcing that it will take over the 
Fifth Ave. store now occupied by 
W. & J. Sloane, Inc. Currently Kor- 
vette is fighting for control of Alex- 
ander’s, another big New York dis- 
count chain. Big companies such as 
F. W. Woolworth Co. are joining the 
discount team. The frenzy has spread 
to Canada. 

The issue has waxed so warm that 
a management consultant firm, Perry 
Meyers, Inc., decided to investigate 
for its clients what all the shooting 
is about. So Meyers set out to learn 
what that important group—women 
shoppeis—thinks. 

Why do they buy at discount 
houses? What do they like there? 
What do they dislike? The chart 


BUSINESS WEEK August 5, 1961 


above summarizes some of the 
salient findings. 

The primary conclusion is that the 
discount store is for real. It reaches 
wide and deep into the market, can 
justify its claim to be a major distri- 
bution channel. 

Warning. But, as the chart sug- 
gests, the pattern of its acceptance 
varies widely with merchandise cate- 
gories. It varies, too, with the 
shoppers’ income and age. Not only 
discounters, but co»ventional _re- 
tailers, can find food for thought in 
these variations, and in the women’s 
reasons for answering as they did. 

Right off, Meyers issues a caveat. 
The survey consisted of intensive in- 
terviews with 200 housewives in a 
New England community. It would 
be risky to project this pilot study 
statistically over the country as a 
whole. 

Still, the study has a qualitative 


value in helping assess the discount 
stores place in the distributive 
scheme. 


1. Pets and peeves 


The crucial question asked by the 
researchers was: Why shop at dis- 
count houses? Here the discounters, 
as well as conventional retailers, 
may find some surprises. 

Price—the theme the discounter 
has hammered on for years—rated 
only fifth place, with 17% citing this 
as a discounter’s advantage. Top rat- 
ing went to location, 28% mentioning 
this. Running neck and neck at 27% 
for second place were good parking 
and “like self-service.” And 10% gave 
evening openings as a plus. 

Self-service. This apparent en- 
dorsement of self-service comes at a 
time when many retailers and their 
advisers are seeing signs of revolt 
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DOT 
does an 
inside job 
in computers 


Connecting the thousands of circuits 
inside a modern computer is a com- 
plex and demanding job. The unique 
CINCH Hinge Connector provides 
up to 100 contacts in very little space 
plus positive contact with minimum 
insertion and extraction force. Its in- 
genious hinge-and-latch operates 
under finger-pressure alone. 


Careful engineering and precision in 
every manufacturing operation ensure 
reliability in all CINCH products... 
from the specially designed sockets, 
connectors and printed circuitry made 
by CINCH and its Graphik Circuits 
division to the standardized electro- 
mechanical devices distributed by the 
Howard B. Jones division of CINCH. 


CINCH is a registered trademark 
of United-Carr Fastener Corporation 


CINCH 


Manufacturing Co. 
CHICAGO, ILLINOIS 


Division of 
United-Carr Fastener Corporation 
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against self-service. Meyers has an 
answer: This approval reflects a 
weakness in conventional retailing, 
which at least in theory offers help. 
You might interpret this freely to 
mean that women prefer to serve 
themselves than to pay for help that 
all too often falls short of genuine 
service. 

The pros and cons of self-service 
get a further going-over. Biggest 
pluses for self-service are that it 
speeds up shopping; you can make 
your own selection without sales talk; 
and you can browse—in that order. 
Waiting in line won hands down as 
the top disadvantage, with “too few 
clerks” running second. 

Second peeve against discounters 
is a 10% vote on “generally poor 
merchandise.” 

The study found that 51% of the 
women feel that discount store wares 
are reliable, while only 18% think 
them below average. As against de- 
partment store merchandise in par- 
ticular, 47% think the discount store 
offers equal values; 29% say discount 
merchandise is inferior; and 24% 
give the discounter the edge. 


ll. Facts, figures 


The study makes it apparent that 
the discount shopper goes steady, 
averages 5.2 visits per month. The 
lower the income, the more frequent 
the visits. In the under-$5,000 group, 
36% go eight or more times a month. 
In the over-$7,000 group, only 28% 
go that often. 

The study classifies “good” dis- 
count customers as women who do 
more than half their shopping there. 
Not surprisingly, the bulk of the 
good customers falls in the $4,000- 
$4,999 salary bracket; where 77% 
are ranked among the faithful in the 
higher-income scale, only 37% can 
be called good customers. 

Best sellers. As to what they buy, 
some of the findings come as a 
shocker. Softgoods came out thump- 
ingly well, particularly “domestics” 
—household linens, towels, sheets, 
and curtains—and children’s wear. 
Some 32.5% buy more than half their 
apparel (men’s, women’s, and chil- 
dren’s) at discount stores. But only 
18% buy more than half their big- 
ticket home furnishings there—in- 
cluding major appliances. 

The startling figure is that only 
2% cite the discount as their most 
frequent source of major appliances. 
Here, again, the specialty store—in- 
cluding hardware stores—took the 
prize. 

There are several explanations. 
Service-conscious customers may 
prefer the specialty store for big, 
complex buys. And department 
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in ELECTRONICS 
AIRCRAFT & MISSILES 
AUTOMOTIVE VEHICLES 
APPLIANCES e FURNITURE 
CLOTHING e LEATHER GOODS 


From intricate electro-mechanical 
devices to the simplest clothing 
fasteners, United-Carr’s products are 
designed to help cut costs and in- 
crease product efficiency throughout 
the mass-assembly industries. 


In the design and production of all 
United-Carr products, broad expe- 
rience and individual ingenuity are 
applied to the most advanced metal 
and plastics technology in order 
to achieve optimum quality and 
reliability in every detail. Sound 
management ensures stability while 
stimulating the growth of the Corpo- 
ration’s ten divisions and subsidiaries 
in the U. S. and abroad. 


For further information, you are 
invited to write to S. A. Groves, 
President: 


UNITED-CARR 
Fastener Corporation 
BOSTON, MASSACHUSETTS 
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MAG6IES; ‘MATRIX used in Verifax Copier 
cuts office copying costs up to 50%! 


Studies by systems men show that usually 
at least 2 extra copies of letters, re- 
ports, other office records are needed 
to keep everyone informed. 


And here is how Verifax copying 
can trim your costs up to 50% because 
you don’t have to pay first-copy price 
for each extra copy. 

Cost of the first Verifax copy in- 
cluding sheet of Magic Matrix is only 
about 9¢. Each extra copy made from 


this matrix (and you can get at least 
four) costs less than 7¢. 


And these Verifax copies are dry, 
easy to read .. . are made on bond- 
type paper. But see for yourself. Com- 
pare copy costs with any other method. 


For free Vertfax demonstration in your 
office, call your local Verifax Dealer. 
(See Yellow Pages under duplicating 
or photocopying machines.) Or mail 
coupon for Copy-Cost Computer Set 


Prices quoted are manufacturer’s suggested prices and subject to change without notice. 


erifax” Copying GIVES YOU EXTRA COPIES 


FOR LESS THAN 1¢ EACH 


showing savings with Magic Matrix 
and on-the-spot Verifax copying. 
eeeeeeveeveeeeeeeeeeeeeeeeeee 


FREE — Mail coupon for 
Computer 
Set to: [oven 





Eastman Kodak Company 21-8 
Business Photo Methods Division 
Rochester 4, N. Y. 


(] Check if you have a Verifax Copier. 
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cooling: -heating: 


system reduces 


the cost of comfort 
um single story buildings 





Doesn’t use a single cubic foot of use- 





able inside space « Eliminates duct 
systems * Allows reduction in building 
height * Fully assembled, wired and 
tested at the factory »* No on-the-job 
assembly e Installs fast with less labor 
¢ Simple and inexpensive to maintain 
¢ Long-term leasing plan available to 


Save your capital investment. 


MORE INFORMATION? COMPLETE SKYLINER SPECI- 
. FICATIONS ARE AVAILABLE. ASK FOR FORM JS-314. 
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A DIVISION OF MIDLAND-ROSS CORP. . 
IN CANADA: MOFFATS LTD., TO 


114 MARKETING 


Joi’ 


HEATING AND AIR CONDITIONING “+s a 


stores, at least, are apt to match the 
discounter’s price on major appli- 
ances. 

Winner-loser. The study also at- 
tempts to find out from the women 
whether—and how—the discount 
store has changed their buying 
habits. The women were asked 
where they used to shop before they 
got the discount house habit. Then 
they were asked whether they had 
shifted. On this basis, Meyers con- 
cludes: 

In number of switches mentioned, 
department stores had lost 28% over- 
all, with a sizable 48% mentioning a 
switch in buying children’s wear. 
Chain department stores and variety 
stores fared worse, and again, chil- 
dren’s wear proved their Waterloo, 
with 84% forsaking these stores for 
the discount house. Other chains and 
lower-priced specialty stores lost out 
to the tune of 25%. The medium-to- 
better specialty store held out most 
stoutly. Only 14% switched from 
them. 








ill. Conclusions 


You can make some generaliza- 
tions from these data and arguments 
—always with the caution not to 
take too seriously the precise quanti- 
tative measures. 

First, to a point you can isolate 
the typical—or good—discount shop- 
per. In this study, her average in- 
come fell well below the average of 
the trading area as a whole. But 
that doesn’t mean she wants a 
grubby store. 
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Women’s reactions vary according 
to the wares they seek out. Children’s 
wear, common household softgoods 
—these don’t take special selling, 
or perhaps special quality. When it 
comes to putting clothes on her own 
back, or to buying furniture for the 
home, the specialty store, with its 
clerks to help and advise, becomes 
more important. 

Selling job. Obviously, both dis- 
count store and conventional retailer 
have a job to do. The discounter 
has not yet sold its customers com- 
pletely that the lines it carries are 
as good as you get elsewhere. 

On the other hand, it would seem 
that the conventional retailer has 
lost some business by default—by 
pretensions to giving service that 
doesn’t live up to its customers’ ideas 
of what that service they pay for 
should be. 

But the strength of softgoods in 
what used to be a hardgoods strong- 
hold holds out this warning: The dis- 
counter is reaching firmly into new 
market areas. If he can top that hur- 
dle in the mass market, he may be 
able to get over some others. End 
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How The FIRST helped start 


a *200,000,000 wrapping spree 


In the 1930’s, “‘gift wrapping’’ meant tissue tied 
with silk ribbon. Then, a small industrial tape com- 
pany marketed a line of multicolored papers and 
matching paper ribbons. By 1943, business was so 
good that our Division B was approached to finance 
major expansion. These retail merchandising spe- 
cialists saw the huge potential. Today, with the 
continuing help of The First National Bank of 
Chicago, this company leads an industry that has 


grown toa yearly volume estimated at $200,000,000. 
Division B is only one of ten Commercial Divi- 
sions willing to help break new ground in the world 
of finance. Each Division serves one group of indus- 
tries exclusively, constantly studying and _ inter- 
preting trends. For this reason, businessmen who 
want specialized banking service turn to The First 
National Bank of Chicago—for almost a century a 
prime force in banking to American industry. 


The First National Bank of Chicago 


Dearborn, Monroe, Clark and Madison Streets * Building with Chicago Since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Bid for consumers 


Harvester 
pushes 
its cars 


Farm equipment maker plugs 
its Jeep-like Scout 
(right) and station wagon 


The sporty vehicle (pictures) breez- 
ing along a country road points a 
new direction for International Har- 
vester Co. For the first time since 
it got out of the home refrigeration 
business in 1955, the big Chicago- 
based manufacturer of heavy equip- 
ment is flirting with consumer goods 
markets. 

Early this year, it brought out the 
Scout—an all-purpose utility vehicle 
similar to Willys’ Jeep—and a small 
lawn and garden tractor called the 
Cub Cadet (pictures, page 118). It 
also restyled its little-known station 
wagon, the Travelall, and pepped up 
the sales campaign behind it in an 
effort to double sales of that vehicle. 

Frank W. Jenks, president of the 
motor truck, farm and construction 
equipment firm, denies that its new 
excursion into the market for utility 
vehicles is a stepping stone to the 
passenger car business. 

“We don’t want to mislead the 
public that we are going into the 
passenger car business,” says Jenks. 
At the same time, he won’t say flatly 
that Harvester—which took a brief 
fling at autos when the industry was 
in its infancy—never will try it again. 
At present, IH has no plans in that 
direction, and Jenks says chances 
are “remote” that it will change its 
mind. 

New entry. The answer to the com- 
pany’s renewed courtship of the con- 
sumer lies in an effort to utilize more 
fully its distribution network and 
production facilities. It is not a 
grand new strategy to diversify from 
capital goods markets. 

The Scout was brought to market 
last January, only 40 weeks after 
Harvester designers showed the fin- 
ished clay model to management. 
Planning began in 1959 when a sur- 
vey of the company’s 5,000 dealers 
and branches showed considerable 
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enthusiasm for an all-purpose vehicle 
in the light truck range, says Ralph 
M. Buzard, vice-president, Motor 
Truck Div. Buzard says TH wanted 
another entry in the fast-growing 
light truck field both for the do- 
mestic and international market. (A 
right-hand drive version for export 
is scheduled for production _ this 
month.) 

Challenge to Willys. As a logical 
extension of the International truck 
line but with wider appeal than an 
ordinary pickup, the Scout was ex- 
pected to stimulate walk-in traffic 
in dealer showrooms—admittedly 
lacking now—as well as to cash in on 
the all-purpose light vehicle market 
that Willys’ Jeep had pretty much 
to itself. 

Production posed no _ particular 
problem, since existing tooling could 
be utilized. Space for production 
was available in a 500,000-sq.-ft. 
factory bought in March, 1960, from 
U.S. Rubber Co. and adjacent to 
Harvesters Fort Wayne Works, 
which makes heavy-duty trucks. The 
rehabilitated plant now turns out 
both the 3,000-lb. GVW (gross ve- 
hicle weight) Scout and mammoth 
over-the-road highway tractors with 
gross combined weight of 100,000 
to 125,000 Ib. (gross combination 
weight indicates the truck pulls in- 
stead of carries its load). 

Scout features. The Scout’s four- 
cylinder power plant was developed 


been forced into offering the Scout 
in a variety of colors, sizes of tires, 
and types of tops. 

The tops are readily detachable, 
as are the window frames and glass, 


and the windshield folds down. 
GVW ranges up to 3,700 Ib. for the 
4x4 model, which the steel cab top 
carries at suggested list price of $2,- 
128.84 f.o.b. Fort Wayne, exclusive 
of local and federal taxes; the 4x2 
model, $1,750.84. 

Distributor plans. To sell the 
Scout, IH used its 178 motor truck 
(retail) branches and turned to its 
5,000 franchised dealers, about 1,200 
of whom now carry it. By the end of 
this year Buzard hopes that all 5,000 
dealers will take on the Scout. This 
force is also experienced in servicing 
International products, Buzard 
points out. 

He also is dualing the Scout with 
automobile dealers and in outlets 
that sell other utility-type products 
and equipment. As of last month, 22 
new dealers, mostly automotive, had 
been signed to sell the Scout, and 
Buzard’s target is 500 new dealers 
by yearend. “It’s a bobtail line that 
can fit nicely into other dealer show- 
rooms and give us representation 
too,” he says. 

Updated Travelall. Like the Scout, 
the Travelall and Cub Cadet lawn 
and garden tractor also are being 
sold through IH franchised dealers. 
The Travelall was developed during 


simply by chopping in half a V-8 / World War II for the military, says 


engine that International has long 
used in its heavier models. But for 
these expedients, says Buzard, the 
cost of new tooling might well have 
been prohibitive. 

“We've tried to keep away from a 
multiplicity of body designs, in- 
teriors, and other features that come 
with passenger cars, but it’s a heck of 
a job,” says Buzard, who already has 


Buzard, and production in postwar 
years has ranged between 3,000 and 
5,000 units per year. 

In an effort to step up sales, the 
1961 model was cut down 5 in. in 
height and other features added, 
including four doors, fold-down sec- 
ond seat, removable third seat, and 
fold-down tailgate with electrically 
operated window. Other options 
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such as power steering and brakes, 
automatic transmission, and tinted 
glass also were made available. 

The new version still is austere 
by Detroit standards, and resembles 
a station wagon bred with a panel 
truck. But Buzard points out that the 
Travelall, mounted on a truck chassis 
and offered in two- and four-wheel 
drive models as is the Scout, is in- 
tended primarily for transporting 
cargo, not passengers. As such, it is 
the only model that still fits the origi- 
nal concept of the station wagon, he 
asserts. 

Of the 222 new dealers signed for 
the Scout, 46 have taken on the 
Travelall, which has a suggested list 
price of $2,717.33 f.o.b. Spring- 
field, Ohio, for the standard model at 
the low end of the line. Buzard ex- 
pects the modernized Travelall— 
with help from a bigger advertising 
and promotion budget (he won't say 
how much)—to make a deeper mar- 
ket impact. This year, he plans to 
double last years production of 
5,200 units. 

Production goals. Scout produc- 
tion, originally ticketed for 18,000 
units the first year, topped that mark 
last month, and Buzard now expects 
to turn out 40,000 if demand holds at 
its present level. 

[H says it is too early to tell what 
effect Scout sales will have on its 
own light truck line, but of competi- 
tive vehicles traded in for Scouts dur- 
ing the first four months of this year, 
40% were Jeeps. 

Impact on Jeep. A Willys spokes- 
man says that while his company is 
“conscious there is such a thing as a 
Scout,” Jeep business has not yet 
been affected. 

Willys admits that the Scout— 
which IH people delight in calling 
“nonmilitary’—is more stylish than 
the Jeep. But Willys feels the Scout 
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is not in the same league with their 
product in terms of ruggedness. 
“When a guy buys a four-wheel unit 
he wants it to stand the gaff,” says a 
Willys man. “The Scout is not the 
rugged unit the Jeep is.” 

Willys concedes also that the Scout 
has greater cargo space than the 
Jeep, but says if cargo space is of 
prime importance, buyers “should 
purchase a standard pickup truck.” 
The Scout, in Willys’ eyes, “is neither 
a pickup truck nor a vehicle capable 
of superior maneuverability and 
ruggedness.” “There is really little 
comparison to be made. Contrary to 
our precept of commercial vehicle 
construction, i.e., designing, engi- 
neering, and building a specific four- 
wheel drive vehicle for a specific 
market, International Harvester has 
elected to breed a truck with a utility 
vehicle,” says Willys, in an 1l-page 
booklet comparing the Scout and 
Jeep. 

The result, says Willys, is insuf- 
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Scout (Vice-Pres. Buzard at wheel) is IH’s en 





ficient payload to qualify as a truck, 
and lack of hardiness and maneuver- 
ability to rate comparison with the 
Jeep. 

IH claims. To International, the 
fact that the Scout escapes ready 
classification is a plus factor. Buzard 
claims the Scout “does everything 
a Jeep does, and also looks good on 
the way to the supermarket.” But 
whatever its capacity for wear and 
tear, Buzard says Scout considers 
the Jeep only one segment of its 
competition. 

Chevrolet’s Corvair, Ford’s Ranch- 
ero, Volkswagen's panel truck all 
are fair game, he feels, as are pickup 
trucks and a host of other light- 
weight vehicles. Suburbanites look- 
ing for a second vehicle are as much 
a target as ranchers, plumbers, small 
town bankers, and sportsmen. 

Buzard says that a survey of the 
first 2,500 buyers showed more than 
50 uses to which they expected to 
put the Scout. Most common were 
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BACKSTAGE AT BUSINESS WEEK 


Well stocked. What is the Business 
Week subscriber really like? We asked 
McGraw-Hill Research to find out for 
us, and we're mighty pleased with the 
results. Take the matter of investments. 
A cross section of 5,380 subscribers 
were requested to indicate whether 
they or members of their families owned 
common stocks. 3,676 answered an un- 
qualified ‘“‘yes’’ and '_ 


YA AWE 
Vee 


the 1,067 people who passed up the 
question entirely? Well, we're in the 
dark about them. But, even supposing 
they had all answered “no”, it still 
makes our sure percentage of sub- 
scribers owning common stocks a 
whopping 68%. Quite an affluent au- 
dience for an advertiser. 


Well rounded. We would like to ap- 
plaud our readers on their civic minded- 
ness, too. We've discovered they de- 
vote much of their leisure time to local 
government, school boards, hospital 
groups and other community activities. 
This time our questionnaire reached 





PRAM Set 
1,795 subscribers. Out of 1,238 re- 
sponses, we find that 38% are officers in 
one of more civic organizations and 
28% serve On One Of More Committees. 
Quite a select club for quite a select magazine. 








You advertise in 
: ate BUSINESS 
BUSINESS kg 
EEK 


when you want to influence 
management men 


A McGraw-Hill Magazine 
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Travelall (top), International Harvest- 
ers modernized station wagon, is in- 
tended primarily for transporting cargo, 
not passengers. But the company ex- 
pects it to tote both. The Cub Cadet 
(bottom) is a lawn and garden tractor. 


passenger conveyance (one-third), as 
a farm vehicle (23%) and for auto- 
mobile service, including filling sta- 
tions (15%). Other uses ranged from 
television and appliance service and 
construction firms and contractors to 
groceries and government agencies, 
lumber yards, and utilities. 

Truck concept. Buzard makes no 
apologies for the fact that the Scout 
is a bastard vehicle. “Everything we 
do is off a truck design,” he says. 
“That’s the essential difference be- 
tween us and automobile makers.” 

By working from a basic truck 
concept, IH keeps costs down and 
stays within a familiar discipline. Its 
experience with home refrigerators 
taught the company the merits of 
this strategy. Harvester was in the 
field from January, 1946, until Sep- 
tember, 1955, and did well in rural 
areas, but got out finally because it 
didn’t want to make the complete 
line of kitchenware 
compete for distributors in lucrative 
metropolitan markets. Buzard says 
the company neither lost nor mad 
money on the venture. 

More at home in motor trucks, 
which make up the biggest end of its 
business and last year accounted 
for 45.5% of total sales of $1.68-bil- 
lion (vs. 35% for farm equipment), IH 
says the Scout has already made 
money. And by accounting for nearly 
one-quarter of production this year, 
the Scout also is responsible for giv- 
ing IH the distinction of being the 
only truckmaker whose production 
is running ahead of last year. End 
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THE TREND 


BN 


How to make the most of U.S. strength 


The nation has entered a new phase of semi- 
mobilization following Pres. Kennedy’s speech last 
week and the strong support it received in Congress 
and throughout the country. Industry is already 
feeling the first impact of the new defense buildup 
(page 23)—and, in the months ahead, will undergo 
continuing strains of adjustment to the expanding 
role of government. 

The cumulative buildup in federal outlays since 
the new Administration took over has been striking. 
In the fiscal year that has just begun, total outlays 
will hit about $88-billion, roughly a $12-billion 
increase since fiscal 1960. 

It’s clear that there is nothing temporary about 
this climb in federal spending. Anyone still in 
doubt about the permanence of the cold war, and 
the burdens it imposes upon the budget, should 
read Khrushchev’s new Communist manifesto pro- 
claiming the “inevitable” destruction of capitalist 
societies—and spelling out the means by which 
the Soviets plan to build their own military and 
economic power to bring about our downfall. 

With a controlled economy, the Communists’ job 
is, in a sense, much simpler than ours. A small group 
at the top of the Soviet state can specify targets 
and target dates, program human and industrial 
resources to the tasks selected, and drive hard— 
with a tough system of police and spy controls—to 
achieve those ends. Our job is to reconcile the goals 
and actions of the government with those of millions 
of decision-making units within our society. 

Some, indeed, might argue that we must give up 
the “luxury” of a free and unplanned society in 
order to frustrate and defeat our enemies. But this 
is a counsel of despair—for we have in the past 
shown our ability, as a free society, to defeat our 
opponents either in the short run or the long. We 
can do this best by dealing from our national 
strengths—including the vitality, inventiveness, 
and drive of the private economy, working in har- 
ness with our government. 

In some quarters there is a tendency to believe 
that the Administration is seeking a pretext for 
imposing direct controls on the economy. This is a 
great oversimplification—and naive one. The Presi- 
dent's own advisers—many of whom had experience 
trying to administer wage and price controls in 
World War II—have emphasized the undesirability 
and extreme inefficiency of direct controls. If they 
worked so badly during wartime, they would work 
far worse in a half-mobilized state. 

Direct controls can be avoided, however, only if 
the government manages its own programs, and its 
indirect fiscal and monetary controls, prudently and 
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effectively. If it does not, the government may 
stumble into inflation and a controlled economy. 

It’s true that the nation is entering its defense 
buildup with considerable slack in the economy; | 
inflationary pressures for the time being are moder- — 
ate. But the economy is heading upward from 
cyclical forces alone—and these will be augmented 
by the defense buildup. 


The case for restraint 


The Administration’s first job is to establish genu- 
ine discipline over its own expenditures. It must 
give the highest priority to those programs essential — 
to the national interest, cut back other programs 
designed to appease pressure groups, such as the 
farm bloc and the professional veterans. Indeed, 
all programs—including these of the Pertagon itself 
and the CI[A—must be rigorously evaluated. 

Even at higher levels of federal spending, we 
must be sure that our tax system, both in its rate 
structure and composition, is geared to the twin ~ 
objectives of economic stability and growth. It must 
be a system that maximizes incentives for construc- | 
tive action—not one that misdirects resources for | 
purposes of maximum tax evasion. And it must be 
a system that produces enough revenue to damp 
down inflation by producing a budget surplus in 
times of boom and over-full employment. 

Sensible government policies can avoid demand- 
pull inflation; cost-push inflation may be a tougher 
problem. Hortatory attacks by government officials 
on union leaders or industrialists in recent periods 
of prosperity have had little or no effect on wages 
or prices. But, before we undergo another cost-push 
inflation, government, with the help of industry and 
labor, must seriously explore means of improving 
the wage and price mechanism of our economy to 
insure that full employment and a growing national 
economy—both of which are essential to our long- 
run efforts to strengthen our position against Com- 
munism—do not automatically generate inflation. 
For inflation would aggravate our strained balance- 
of-payments position, possibly bring on a financial 
crisis and wreck the unity of the free world. 

The Administration has a tough job cut out for it 
in strengthening the nation for the Berlin crisis and 
the continuing threat that lies beyond Berlin; and 
so has the loyal opposition—in backing the Admin- 
istration when it’s right while seeking to prevent 
crisis-born policies from undermining the institu- 
tions of freedom that are a major source of our 
political and economic strength—and our basic 
reason for fighting Communism. 


BUSINESS WEEK August 5, 1961 








